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{Article by Yang Mu [2799 3092] and Huang Yiyi [7806 0001 0034] of the 
Industrial Economics Research Institute of the Chinese Academy of Social 
Sciences: "Demand Management Should be Integrated with Supply Management-- 
With a Discussion of the Need for Studying and Formulating Industrial Policies 
at the Highest Possible Speed"--written in January 1986] 


[Text] In recent years, theorists in China have achieved remarkable progress 
in systematically studying the inherent relations governing the working of the 
economy. For example, great attention has been paid to the following subjects: 
the coordination between economic development models and economic structure 
models; the relationship between the macroeconomic mechanism and the micro- 
economic base, between the mechanism of working of the economy and the struc- 
ture of ownership, and between the direct control mechanism and the indirect 
control mechanism; the overall functions of the system of policies embracing 
financial policies, monetary policies, income policies, and so on; the com- 
prehensive use of various economic levers like interest, taxation, and pricing; 
and so on. Despite this progress, however, we feel that there exists a 
tendency of stressing demand management at the expense of jointly using demand 
management and supply management in a well coordinated way. Everyone knows 
that a basic attainment of equilibrium between demand and supply is a basic 
condition for the steady development of any commodity economy. How to achieve 
this equilibrium is a key topic in economic theory. In the current period, 
our country is changing over to a planned commodity economy, so that it is 
absolutely necessary to stress building and perfecting the market mechanism 
and practicing demand management. However, can demand management completely 
take the place of supply management, and should macroeconomic management in- 
clude only demand management? We cannot bypass this question in theoretical 
study. This article gives an introductory discussion of this problem. 


I. Necessity and Limitations of Demand Management 


Since the latter half of 1984, our country has been facing a number of 

problems, such as an excessive speed of industrial development, a shortage of 
goods and materials, a reduction of foreign exchange reserves, and so on. To 
solve these ,rcblems, the state has proceeded to control and reduce aggregate 
social demand, und has implemented step by step a series of demand management 








policies, like imposing strict target management on the release of credit 
funds, reducing the scale of capital construction, controlling the aggregate 
social purchasing power and total wages, and so on. At present, these poli- 
cies have shown initiai success; the rate of growth in the total value of 
industrial output has fallen from 23.2 percent in the first half of 1985 to 
8.8 percent in November; the expansion of the scale of capital construction 
investment has been checked; and, moreover, the imbalance between supply and 
demand has diminished owing to the increased import [words indistinct] 
materials in short supply. However, it can be seen from what happened last 
year that relying on demand management policies alone can seriously affect 
the achievement of sustained economic stability and equilibrium between de- 
mand and supply for the economy as a whole. 


First, there is a limit to which a demand construction policy can control aggre- 


gate social demand. Consider consumption demand. Under our country's current 
system, an increase in income for the workers of some localities or enter- 
prises can easily cause a general and nationwide rise in the overall level of 
workers’ income. Moreover, a huge balance of social purchasing power, a lag 
of supply of materials and raw materials behind demand, and a rise in workers’ 
income have led to cost-push and demand-pull price increases which are develop- 
ing into an inflationary pressure that induces workers to demand further rises 
in income. Consequently, the state's restrictive income policies can hardly 
be effective. From January to November 1985, in the entire sector of owner- 
ship by the whole people, the total wages distributed to workers still 
registered a 17.9 percent growth, whereas in the same period labor producti- 
vity grew by merely 9.8 percent, and the outstanding purchasing power of urban 
and rural residents exceeded 200 billion yuan. It has thus been difficult to 
quickly end the expansion of consumption demand. Next, consider investment 
demand. The per capita living space in our country's urban areas is currently 
only 4 to 5 square meters, which is seriously inadequate. Therefore, invest- 
ment in residential construction has been growing at a steady and high rate in 
recent years. From January to September 1985, while the scale of capital con- 
struction was being reduced, the proportion of residential construction invest- 
ment in total capital construction investment rose 2.5 percent, and the amount 
of residential construction investment equaled the total budgeted investment 
in fixed assets. Because this large scale investment could rot be reduced, 
attempts to control the aggregate investment demand were inevitably partially 
ineffective. Therefore, judging from either consumption demand or investment 
demand, even a single instance of neglect of the multiplier effect of demand- 
based spending can limit the effectiveness of policies for controlling and 
reducing aggregate social demand. If further measures for reducing demand are 
to be taken, then, for one thing, the marginal costs (including economic 
social costs) of these measures will become increasingly higher, and for 
another thing, productive investment will inevitably be overly reduced, af- 
fecting future supply and causing future disequilibrium between demand and 
supply. Therefore, it is difficult to achieve perfect equilibrium between 
demand and supply by relying only on controlling and reducing aggregate social 
demand; a very severe measure of this type may even result in a negative gain. 


Second, demand restriction policies by themselves will adversely affect the 
investment structure. The investment structure is a medium that can gradually 
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bring the production structure (supply structure) in line with the demand 
structure. The weakest link in our country's current economic development is 
the incompatibility of the infrastructure which includes transport and com- 
munications facilities and so on, the incompatibility of the production capa- 
city of energy resources industries like electric power, finished oil products, 
and so on, and the incompatibility of the production capacity of materials and 
raw materials industries like steel products, cement, and so on. In the 
absence of supply policies that can help pool social funds for the intensive 
development of certain selected industries, the relevant expensive and time- 
consuming investment products can only depend mainly on budgeted state invest- 
ment. If the control of consumption demand and consumption-related investment 
demand becomes partially ineffective, a restrictive policy for controlling 
aggregate demand can exert a marked, albeit short-lived effect only in reduc- 
ing relatively large-scale budgeted state investment projects. This will 
reduce the investment in those weak links which most badly need an increase 

in investment, portending an unfavorable change in the investment structure. 
In the period of January to September 1985, out of our national total capital 
construction investment, the relative share of nonproductive investment rose 
to 43.1 percent, against 37 percent in 1984, and on the other hand, investment 
in transport and communications and investment in energy resources grew by 
19.5 percent and 27.7 percent respectively, far slower than the 38.6 percent 
growth in total capital construction investment. Some key construction works 
in the communications and electric power sectors had to be slowed down or 
suspended though they should have been speedily completed by the state. The 
current situation of our weak links is as follows: While coal output has in- 
creased quite substantially, the overstocking of coal amounts to a few dozen 
million tons because of the limited transport capacity; a national shortage 

of electric power has persisted over the past 15 years since 1970, causing an 
estimated reduction in the value of industrial and agricultural output of the 
order of 100 billion yuan and an estimated reduction in industrial profit-tax 
revenue of several hundred billion yuan; the total import of materials and raw 
materials is now approximately two-thirds of total national imports, exceeding 
in value the total amount of foreign exchange earned from oil exports. The 
present malady in the production structure, marked by hefty production activi- 
ties on a weak foundation, will probably be further aggravated by the untavor- 
able change in the investment structure, under the condition that industrial 
exports cannot relatively quickly increase substantially. 


Third, restrictive demand policies by themselves carry the potential denger 
of generating a more serious expansion of demand. For one thing, an unfavor- 
able change in the investment structure aggravates shortage and further 
narrows supply bottlenecks. For another thing, a continuous expansion of 
consumption demand and consumption-related investment demand helps direct the 
greater part of unbudgeted investment funds to continuously pour into 
processing-industry projects that yield quick results and require small in- 
vestments. The inevitable result is that the pressure of potential investment 
demand becomes increasingly stronger in the case of products in short supply 
and investment-type products. Thus, whenever demand management control, 
particularly the control of capital construction, is relaxed, even slightly, 
investment demand will quickly surge to a peak level. Short cycles will be 
formed in the overall process of industrial development, namely, starting of 








products--suspension--restarting, in the case of some key projects, and 

exp ansion--contraction-~expansion, in the case of demand for certain invest- 
ment-type products. These short cycles not only damage the limpidity of the 
socioeconomic environment and encourage enterprises and local governments to 
gear their actions to the short term only, but also affect the steady develop- 
ment and technological advance of various industries. Examples can be found 
in recent years. For instance, the sale of vehicles dropped by a hefty 21 
percent over the previous year when investment in the carmaking industry was 
curbed in 1981, rose again in 1982, and increased by 21 percent and 36 percent 
in 19€3 and 1984 respectively. Previously, the carmaking industry's annual 
output of 200,000 could not all be sold, but after a span of 3 years, the 
increased annual output of 300,000 plus a hefty import of vehicles fell short 
of demand. In the first half of 1985, when a restrictive policy was imple- 
mented, the market in vehicles again slumped, and the stocks in several major 
carmaking factories rose 17 to 58 percent between the beginning of the year 
and the end of June. A major reason for this phenomenon is that merely con- 
trolling aggregate demand and the overall scale of investment can easily cause 
society's actual total purchase of investment-type products to be crowded into 
periods of relaxed control, so that demand peaks and troughs alternately 
appear in short cycles, increasing the extent of demand fluctuations. 


Fourth, restrictive demand policies alone cannot effectively deter the un- 
checked development of small enterprises that yield poor results. In the 

case of investment-type products, because demand peaks and troughs alternate- 
ly appear in short cycles, various enterprises and localities are unwilling to 
invest in large or medium-sized enterprises which yield good results but 
involve greater risk and entail a longer period of construction. In periods 
of peak demand, market prices or disguised prices rapidly rise, so that in- 
efficient, high-cost small enterprises can also reap relatively great benefits 
in the market. When demand tumbles, these small enterprises may have reaped 
enough profits and may switch to other products, or, given that the state can 
control mainly large and medium-sized enterprises, the small enterprises can 
continue to outdo large or medium-sized ones that are efficient and of good 
quality if they can continue to maintain their sales and secure an adequate 
supply of raw materials by illegal means like discounts or spending money on 
sales promotion, or even by taking advantage of the administrative protection 
of local governments. Consider the example of Anshan Iron and Steel Company, 
the biggest integrated iron and steel works in China--it is permitted to in- 
crease its output of steel by 1 million tons according to approved technolo- 
gical transformation schemes in the Seventh 5-Year Plan; however, under the 
current tight credit conditions, it can only raise 80 percent of the funds it 
needs. But at the same time various municipalities and counties in Liaoning 
are setting up several hundred high-consumption, poor-result small iron and 
steel works, thus aggravating the shortage of energy resources. Consider also 
the Fushun 301 Aluminum Plant, the largest electrolytic aluminum factory in 
China; it is working at less than half of its production capacity because of 
power shortage; however, many small aluminum factories, with a unit consump- 
tion of electricity much greater than that of large factories, have sprung up 
in various localities in the northeast over the past several years. In the 
case of consumption-type products, because there is a huge balance of surplus 
social purchasing power and because differences in per capita income have been 








relatively small in China over many years, social consumption tends to be con- 
centrated on certain commodities; if a "peak"’ in the demand for several con- 
sumer goods appears in the short term and brings considerable profits to pro- 
ducers, various enterprises and localities will eagerly increase the output of 
those consumer goods, resulting in transitory investment in those projects 
which mostly entail a relatively small unit investment. Examples are the pro- 
duction of the three old major items several years ago and the current produc- 
tion of high-grade household electrical appliances. Theoretically, controlling 
aggregate social demand will promote the formation of a buyers' market in 
industrial products and ruin some enterprises yielding relatively poor results. 
Actually, however, things are not so simple. For one thing, whether in the 
case of iavestment-type products or consumption-type products, there are some 
industries which probably will not see an excess of supply over demand in the 
near future. For another thing, the continued existence of the old system 
means that partial market protection and segregation will also continue to 
exist. Moreover, because the current restrictive policies can effectively 
control mostly large enterprises and budgeted large-scale investment projects, 
opportunities correspondingly arise for the development of small enterprises 
and small-scale investment projects that yield poor results. Therefore, if 
there are restrictive demand policies alone, without definite supply policies 
as a complement, it will be very difficult t 

of inefficient small enterprises, so that the supply capacity of those with 
poor results greatly develops at the expense of those which yield good results. 


ter the inchecke7 development 


To sum up, although we feel that the present policies for controlling aggre- 
gate social demand have relatively satisfactorily curbed tle overheating that 
occurred in the course of our economic development, they cannot solve the 

problem of equilibrium between aggregate demand and aggregate supply, or make 


the supply structure compatible with the demand structure, or remove the 
j 


potential danger of further expansions of demand, or curb the unchecked 
development of small enterprises that yield poor results. We have reason not 


to expect too much of the current policy system. 
II. Coordinating the Use of Demand Management and Supply Management 


Over the past several years, equilibrium between social demand and supply has 
indeed been rather successfully attained, within certain limits, in Western 
nations mainly by using fiscal and monetary policies in coordination and by 
alternately stimulating and restricting demand. However, we must note the 
great differences in economic circumstances between China and the Western 
nations. First, ours is maturing-type economy of the 1980's, which differs 
from most Western nations of the 1960's and 1970's. Our nation lags far be- 
hind other nations in living standard and living conditicas. Jn the long 
term, the method of controlling aggregate demand alone, without quickening 
the expansion of supply capability to achieve equilibrium between demand and 
supply, will not work. Second, ours is a developing country; not only are 
resources and funds inadequate, but the infrastructure is backward and much 
remains to be improved. We differ from the Western nations which, in the 
course of several centuries of sustained development, have been able to 
gradually expand their infrastructural facilities and investment in public 


j Y ‘ 


utilities during times of dwindling demand. The situation facing us is that 














whiie rapidly increasing consumption demand must be satisfied, the building of 
the infrastructure must also be promoted on a full scale. If we only control 
aggregate demand, which cannot really be fully controlled, an adequate invest- 
ment in infrastructural construction cannot be genuinely ensured. Third, our 
country is currently undergoing a change from the old directive-type economy 
to a planned commodity economy, and differs from the Western nations which 
have been developing for a long time under the circumstances of a commodity 
economy. The limpidity of our markets is poor and our price signals cannot 
correctly reflect demand and supply conditions. Even if aggregate demand is 
successfully controlled, our markets currently cannot help solve the possible 
problem of blind development. Fourth, whereas the Western nations have a com- 
plete system of commodity, labor, capital, and foreign exchange markets, 
things are different in China; though our commodity markets have been initial- 
ly established, markets in various production factors are not yet well 
developed and great frictional forces are affecting the flow of production 
factors; and, in the absence of certain corresponding measures, the rapid 
pooling of production factors by certain industries and enterprises will be 
very difficult, so that the time lag involved in the readjustment of the 
suppiy structure will be too long. 


Therefore, we think that policies in China cannot have the same results as in 
the Western nations if we reiy on demand management alone. But the question 
is tnat demand management is not the only way of achieving equilibrium between 
social demand and supply. Thus, in analyzing Western society in its early 
phase, Marx said: ‘The expenditure of definite quantities of total social 
labor of various types is necessary for those quantities of products which 
correspond to various quantities needed. This need for allocating social 
labor in some definite proportions certainly cannot be eliminated by the 
specific forms of social production; what can be altered is merely its form of 
expression. This is self-evident." (Footnote 1) ("Selected Works of Marx 

and Engels," "To L, Kugelmann (July 11, 1868)," Vol 4, p 368) Western society 
in its early phase could only rely on the spontaneous functioning of the mar- 
ket to allocate the quantity of labor and readjust supply, so that the fre- 
quent occurrence of disproportion and cyclical economic crises was inevitable. 
In the socialist states, founded on the basis of Marxist theory, the rep!ace- 
ment of private ownership by public ownership helps create conditions for con- 
sciously developing supply according to the right proportions, achieving 
equilibrium between demand and supply, and avoiding waste. It can be said 
that stressing supply management in achieving equilibrium between vemand and 
supply is precisely an unprecedented feat of the socialist states in the world 
history of management. No one can deny that this unprecedented feat did open 
up a path of rapid industrialization for the USSR after the October Revolution, 
for post-liberation China, and for other socialist states. Of course, there 
is no denying the fact that our construction has been affected by grave 
problems such as the practices of one-sidedly striving for a rapid growth in 
output value, exercising overly rigid control, fettering the enthusiasm of the 
enterprises and localities, ignoring market demand and the functions of the 
market mechanism, and so on. However, those problems are precisely due to 
violation of the correct idea of proportionate development, aside from reasons 
connected with the system. Under the guidance of the spirit of the 3d Plenary 
Session of the llth CPC Central Committee, while vigorously invigorating the 








enterprises, perfecting tire market mechanism, and strengthening demand manage- 
ment, we are also carrying on China's tradition of supply management, develop- 
ing supply according to the correct proportions and with relatively good 
results. This will be conducive to a sustained, steady development of our 
economy ard will more satisfactorily reflect the essential significance of 

the planned commodity economy. 


The postwar economic history of various nations shows that supply management 
is gradually becoming an important part of the Western nations’ macroeconomic 
management. Japan and West Germany, the two postwar economic miracles, have 
always exercised supply management to a greater extent than other Western 
nations, while simultaneously practicirg demand management, in the course of 
their economic development. Japan vigorously developed heavy industries and 
chemical industries in the 1950's, and quickened the development of the 
machine-building industry after the 1960's, thus achieving unification of the 
machine-building, electrical machinery, and instrument manufacturing indus- 
tries. West Germany did the same. As early as in 1948, Erhard, a disciple of 
the theory of social market economics, carried out a reform of the monetary 
system, and at the same time organized and implemented "a crash program of 
producing various categories of cheap garments, shoes, and daily necessities 
in short supply." (Footnote °%) (Ai [1002] Ha-te-li-qi [0761 3676 6849 1142] 
(American): "The Rise of the Fourth Reich," Shijie Zhishi Chuban She [World 
Knowledge Publishing House] 1984 edition, p 14) In subsequent development 
various West German administrations invariably strived to build an overall 
structure conducive to industrial development. The governments of some rising 
industrial countries like South Korea, Brazil, and so on, have further adopted 
various measures to support the development of their key industries like 
shipbuilding, carmaking, and so on. Even the U.S. Government, which for many 
years followed the Keynesian policy system, began in the late 1970's to adopt 
an increasingly larger number of supply management policies in order to deal 
with stagflation and foreign competition. For example, it has relaxed the 
interpretation of antitrust laws and permitted enterprises to carry out joint 
research and development programs for producing new products; it has encourag- 
ed investment in high-technology industries by tax cuts or exemptions; it 
permits accelerated depreciation allowances according to 1981 tax laws on 
automobile manufacturiug equipment and special lathes and sv on so as to pro- 
mote the renewal of the equipment cf traditional industries; it agreed in 

1979 to provide loans amounting to 1.5 billion dollars to Chrysler, the third 
largest car manufacturer in the United States, to help it restore production; 
and so on. In announcirg his “economic revitalization program" upon becoming 
president, Reagan clearly stated that supply-side economic was his theoretical 
basis. In the 1984 U.S. presidential election the Democratic Party, which 
used to adhere to Keynesian economics, surprisingly chose the advocation of 
industrial policies as their election campaign slogan. Although on the 
increase ur reduction of state intervention they were sharply opposed to the 
policies of Reagan and his Republicans, they were surprisingly unanimous with 
the Republicans in regard to the basic policy of attaching importance to 
supply. Of course, both the Republicans’ policies and Democrats’ election 
campaign slogans were in fact bourgeois politicians’ political tools; never- 
theless, they did at least reflect changes in public opinions and social 
choices in the United States. Western communities have begun to realize that 








the economic problems facing them cannot be effectively solved by relying only 
on demand management and the market. In today's world of the 1980's, we have 
no reason to ignore these changes of the past several decades in Western con- 
cepts of macroeconomic management, to keep on mechanically citing the Keyne- 
Sian theory, or even to conceive the modern commodity economy in terms of 
Adam Smith's theory, treating supply management as incompatible with the mar- 
ket economy. 


Theoretically, there are at least several reasons why supply management should 
be applied to an increasingly greater extent in a modern commodity economy in 
conjunction with demand management. These reasons are: 


First, functionally, supply management and demand management are two consider- 
ably dissimilar methods of macroeconomic management. Each can supplement, but 
not replace, the other. Demand management aims to counteract economic cycles 
by depressing or stimulating demand, and to achieve equilibrium between demand 
and supply under the condition of a relatively satisfactory level of employ- 
ment. The time span involved is short, and the main cbject of management is 
demand. But supply management aims to quicken economic development through 
improving the efficiency and results of supply and optimizing resource alloca- 
tion, to increase future supply capability, and to achieve equilibrium between 
demand and supply. This is a medium-term to long-term matter, and the main 
object of management is supply. These differences in goal and object call for 
corresponding differences in the methods and means of management. Demand 
management mainly deals with aggregate quantities; various macroeconomic 
aggregates, like aggregate demand, aggregate supply, the overall employment 
level, the total circulation and stock of money, and so on, are analyzed, and 
on this basis fiscal, monetary, and income policies are formulated to achieve 
balance and coordination between various aggregates. On the other hand, 
supply management mainly deals with individual quantities; thus, in the light 
of general trends of world economic, scientific, and technological development, 
and in the light of domestic conditions and various nations’ experiences, 
various industries and various categories of enterprises are subjected to 
different degrees of management; curtailment, augmentation, relaxation, 
restriction, acceptance, or rejection may be practiced as warranted by indi- 
viaual cases, so as to enhance the results of resource allocation under the 
precondition that the aggregates are in proper balance. If demand management 
is viewed as a main switch controlling various aggregate levels, then supply 
management is like a fine-tuning device controlling the demand and supply 
levels of various individual economic quantities. Obviously, for any economy, 
short-term equilibrium cannot replace long-term coordination, and control of 
aggregates cannot replace the fine-tuning of individual cuantities. 


Moreover, very often, the market mechanism cannot effectively resolve certain 
major problems of resource allocation. If there is only demaiid management, 
society will completely depend on the market mechanism in allocating resources 
and fine-tuning supply under the precondition that aggregates are in equili- 
brium. After several centuries of development of the commodity economy, the 
Western nations have learned that the market mechanism is not always effective. 
In Western economics, there is an important concept called market failure, 
which means that the functioning of the market mechanism is usually ineffec- 
tive when externai economies or diseconomies exist under the condition of 








monopoly, when certain goods and services are produced for concurrent public 
consumption, or when the market mechanism is imperfect. Then, government must 
safeguard overall social results by adopting certain supply management 
measures. This ineffectiveness of the market mechanism is repeatedly mention- 
ed in the reports of some economists from the East and the West who came to 
lecture in China over the past several years. For example, at a seminar held 
in China last year, the Hungarian economist Ke-er--nai [4430 3643 1143] said: 
"The market also often fails to satisfactorily resolve certain major problems 
of allocation and reallocation. Correct government actions are certainly 
necessary. The market is a regulatory mechanism which can produce both 
desirable and undesirable results." (Footnote 3) (Ke-er-nai [4430 3643 1143] 
Ya-nuo-shi [0068 6179 0087]: "The State Enterprises’ Dual Dependence--the 
HUNGARIAN Experience," in JINGJI YANJIU, No 10, 1985) 


Furthermore, judging from the general process whereby the less developed 
countries have caught up with or surpassed other countries, a "principle of 
effective supply" does objectively exist, according to which general supply 
capability differs from the kind of supply capability that yields better 
economic results. Genuinely effective supply is that which both embodies 
supply capability and yields better results. A country that can more quickly 
achieve effective supply can also more quickly catch up with or surpass other 
countries. Unlike the developed countries which are at the forefront of world 
economic development and which can only advance by exploration, the less 
developed countries always have two options in building their own supply 
capability: first, allow the random functioning of the market to form a 
general supply, and then allow domestic and international competition to 
eliminate the inferior, leaving the superior to survive, so that general 
supply can gradually develop into effective supply; and second, study and 
assimilate the experiences of the developed countries, and correspondingly 
adopt policies or measures to promote the direct transformation of the limited 
domestic resources into effective supply, or to quicken the formation of ef- 
fective supply. Clearly, the first option basically depends on the working of 
the market mechanism; it can lead to the formation of effective supply, but 
takes a long time. For a developing country of the 1980's which is under the 
pressure of increasingly more intense international competition and increas- 
ingly stronger domestic expectation of, and demand for a higher living stand- 
ard, it is doubtful whether there is so much time for steadily developing the 
commodity economy in this way. The second option means greater state inter- 
vention and the need for taking risks related to the correctness of policy 
options and the possibility of erroneous government actions in the form of 
giving arbitrary and impracticable directions; however, if appropriate options 
are taken, the countries can more quickly catch up with or surpass other 
countries. Over the past several decades, those less developed countries in 
the world which have developed rather quickly have invariably taken the second 
option; they have adopted supply management measures to a greater extent than 
the developed countries to quicken the formation of effective supply. 


In the light of the analysis above, it is both possible and necessary to use a 
combination of supply management and demand management to achieve demand- 
supply equilibrium and steady economic development. In developing the social- 
ist planned commodity market and gradually perfecting the market system, we 








should note: 1) perfecting the market system takes a relatively long time; 
and 2) even when the market system becomes perfect, not all problems of re- 
source allocation can be effectively resolved. However, for a developing 
country, building an effective supply as quickly as possible and shortening 
the time needed for catching up with or surpassing other nations are very 
urgent matters. Therefore, we should attach importance to both demand manage- 
ment and supply management. For one thing, we should use fiscal policies, 
monetary policies, and so on to control the scale of society's aggregate de- 
mand and to set appropriate limits for the rate of growth of aggregate supply, 
so that a buyers’ market can gradually be formed in the case of the majority 
of commodities, and competition and technological progress can be promoted. 
For another thing, we should use industrial policies and so on to quicken the 
rational flow of production factors, to optimize resource allocation, and to 
quicken the rationalization of the enterprises’ scale, so that effective 
supply can be formed, supply can be relatively quickly improved iu terms of 
quantity and quality, and society's increasingly growing needs can be satis- 
fied. 


Of course, it must be further clarified that what this article means by at- 
taching importance to supply management is that in the course of building and 
perfecting a planned commodity economy, we should pay attention to adopting 
those policies and measures which help improve and upgrade the results of 
existing supply, and we should learn from the experience of development of 
other countries so as to optimize resource allocation and directly form a new 
supply capability that yields relatively good results. This is basically dif- 
ferent from the past method of simplistically subjecting products to directive 
management. The practice over the past 30 years or more tells us that in 
order to improve the results of supply, we should strengthen the enterprises' 
vitality and competitive ability in the international market aside from 
optimizing resource allocation and improving macroeconomic management. This 
calls for the building and perfecting of a competitive market and also the 
control of aggregates through demand management, instead of having the state 
aecide everything and allowing supply to determine everything. On the other 
hand, however, learning from past experiences does not mean that we should 
exclude supply management from macroeconomic management or, as simplistically 
asserted by some comrades, we should "control demand and give free rein to 


supply." 


III. Study and Draw Up as Quickly as Possible Industrial Policies as the 
Principal Means of Supply Management 


It appears at first sight that the concept of industrial policy is a new and 
foreign one. This term first appeared in the 1950's and 1960's in Western 
Europe and Japan. In recent [words indistinct] has been frequently used by 
the media and theorists in some newly industrialized countries and even in the 
United States. According to Western economists’ definition industrial policy 
is a collective term for a group of government policies which serve to alter 
resource allocation among industries, or to impose intervention on the organ- 
izational structure of certain industries so as to prevent the possible damage 
done to overall national interests as a result of certain unrestricted func- 
tions of the market mechanism. (Footnote 4) (See Masahiro Okuno and Kotaro 
Suzumura: "Economic Analysis of Industrial Policy: Framework Through the 
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Japanese Experience," a thesis presented at the 15th Asia Pacific Trade and 
Development Conference, 1985, Tokyo) In other words, industrial policies 
serve to supplement the commodity economy's market mechanism through supply 
management and to optimize national interests. In the light of this defini- 
tion, some of our major state poJicies of the past concerning industries, and 
related to resource allocation and reorganization of industrial production, 
can also be called industrial policies; these policies included: taking steel 
as the key link; giving priority to the development of heavy industry; en- 
couraging the development of five industries producing light products and 
industries in the countryside and towns; other policies adopted since the 3d 
Plenary Session of the llth CPC Central Committee like "assigning priority in 
ways" to light industry and the textile industry, invigorating large and 
medium-sized enterprises, promoting the technological transformation of enter- 
prises, encouraging the export of industrial products, and so on. It can be 
said that every socialist country, which views the planned and proportionate 
development of the national economy as an objective economic law, begins to 
have industrial policies from the day of its birth. In discussing industrial 
policies, Western scholars have had many treatises of socialist countries’ 
industrial policies. (Footnote 5) (See "American Journal of Economics and 
Sociology," January issue, 1985; quoted in "Guowai Shehui Kexue Qingkuang 
[The Condition of Social Sciences Abroad]," No 10, 1985) A-mi-ta-yi [7093 
1378 1044 0122] Ai-te-yi-ao-li [5337 3676 0122 1159 0448], the American 
sociologist who designed the industrial revitalization program for Carter's 


presidential election campaign of 1980, said without reservation: "industrial 
policy is planning," while the rivals were only using "a milder, more pleasing 
term." (Footnote 6) (See "Journal of Comparative Economics," Vol 8, No 4, 


Dec 1984, pp 377-412) Therefore, though we did rot use the term industrial 
policy in the past, industrial policies are actually inherent in the socialist 
planned economy. At present, when our economic system reform has been going 
on for several years, some scholars have been unanimously taiking about at- 
taching importance to the study and formulation of industrial policies when 
they study how to control the scale of capital construction, how to control 
the speed of economic development, how to achieve equilibrium between social 
demand and supply, and so on. Instead of being a simple coincidence or a 
reflection of sequential influence in research, this precisely indicates that 
many comrades, proceeding from different viewpoints, have arrived at the same 
knowledge that while we are correctly carrying out a reform of our system and 
importing the market mechanism, there also exists a tendency of neglecting the 
use of supply-side measures to promote the planned and proportionate develop- 
ment of production. Whereas past experience told us that it is wrong to 
neglect and negate the market mechanism, present experience tells us that it 
is wrong to overly rely on the market mechanism. 


Of course, it must be stressed that the industrial policies we now advocate 
must suit today's socialist planned commodity economy; they markedly differ 

in many aspects from the policies and plans applied in the past when market 
mechanism was absent or ignored. First, they are based on the goal of 
strengthening the vitality of our enterprises, particularly the large and 
medium-sized enterprises under ownership by the whole people, so that they can 
genuinely become relatively independent units which produce or deal in commo- 
dities. Both the promotion of the oriented flows of factors of production 
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and the promotion of rationalization of the organizational structure of pro- 
duction are realized specifically through the enterprises. The granting of 
preferential treatment, subsidies, or tariff protection to certain industries 
or enterprises to pay heavy taxes, to undergo forced depreciation, or to sur- 
render their domestic market share, and so on, are all done to help or force 
enterprises to acquire greater capability for self-development. This differs 
from what happened in the past, when the state directly determined everything 
concerning development and bore the risk of decisionmaking, thus progressively 
increasing the state's financial burden and reducing the enterprises' vitali- 
ty. Second, the principal feature of our present industrial policies is that 
through plans and industry planning that provide unified guidance, they en- 
courage the banking, financial, customs, and other relevant departments to 
achieve coordination in using various economic levers like interest rates, tax 
rates, depreciation rates, subsidies, exchange rates, and so on; they promote 
the pooling of society's funds and resources for use by certain industries and 
enterprises; and they help the enterprises acquire better economies of scale 
in the course of extending horizontal links and practicing cooperation between 
specialized units. They supplement the market mechanism and quicken the 
formation of effective supply through market competition, in contrast to the 
past practice of relying on administrative orders to effect the egalitarian 
transfer of resources, the closure or combination of enterprises, the suspen- 
sion of production, or a shift to other types of production, thus disrupting 
and suppressing the market mechanism. Third, our present industrial policies 
pay attention to integral and coordinated development that is compatible with 
the inherent links of industrial chains; for example, they make the trade, 
industrial, and agricultural sectors form a complete chain for development 

the export of key products; they make import, digestion, and assimilation form 
a complete chain for quickening technological progress; they make urban and 
rural planning, development and building of houses, the construction materials 
industry, and the manufacturing of household equipment form a complete chain 
for quickening the improvement of the living condition of our urban and rural 
residents; and they make transport planning, the building of transport infra- 
structure, the transportation work of vehicles and ships, and the manufacturing 
of aircraft form a complete chain for rapidly improving our currently backward 
transport capability. They differ from the past practice of erecting barriers 
between various departments, between provinces and municipalities, between the 
central and local authorities, between military and civilian industries, and 
between industry, agriculture, commerce, the transportation sector, and the 
construction industry, [words indistinct] resources were allocated only ac- 
cording to base figures compiled on the basis of the data of previous years, 
thus obstructing the flow of production factors, or, resources were wasted 
because of certain investment projects which, despite being useful from the 
partial point of view, actually yielded benefits at the cost of losses else- 
where from the national point of view. 





Although some industrial policies being implemented in our country are playing 
a definite role in promoting economic development, they are gravely inadequate 
in the light of the requirements of a planned commodity economy; they are not 
yet very satisfactorily coordinated with the existing demand management 
policies. In general, our industrial policies are relatively deeply ingrained 
with the vestiges of the old system. Not only are some old policies still 
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being used without examination or correction, so that they continue to fetter 
the enterprises, but some newly formulated policies and measures have not 
departed from traditional conventions. For example, in our reform, the state 
readjusted the prices of some materials and raw materials, hoping to force the 
processing industries to reduce consumption and improve results. In the 
earlier half of last year, however, some industrial management departments 
explicitly stipulated that the ex-factory prices of the products of the enter- 
prises under them should without exception be correspondingly raised by a cer- 
tain extent, and the reallocation of market shares -nong enterprises through 
competition, which should have helped divert resources toward those enterpris- 
es which yield good results, was forbidden. Functionally speaking, they do 
not perform the bonding action of forming complete chains or systems; various 
policies restrain one another, nullifying the anticipated effects. For 
example, though our shipbuilding industry has made a good start in recent 
years in exporting ships, problems of pricing, borrowing money, division of 
foreign exchange earnings, taxation, and so on have made it better to buy 
foreign vessels rather than Chinese ones, to buy old vessels rather than new 
ones, to hire vessels rather than buy old vessels, and to entrust freight to 
foreign companies than hire vessels. This anomaly, coupled with a decrease 
in the ordered volume of freight using Chinese vessles, have correspondingly 
raised the fixed costs and designing costs of ships for export, and weakened 
the competitive ability of our shipbuilding industry in the international mar- 
ket. Thus, implementing the state policy of encouraging the export of pro- 
ducts of the machine-building and electrical machinery industries is very 
difficult in the case of the shipbuilding sector. Structurally speaking, an 
overall planning of the industrial structure is lacking. For example, which 
industries ought to develop faster than before in terms of investment? Which 
industries should develop faster and prepare themselves for a hefty future 
export of their products? Which industries should right now strive to extend 
their share in the world market so as to earn foreign exchange for the bene- 
fit of our overall economic development? Which industries should now give up 
their domestic market share? In how many years should some industries give 
up their domestic market share? And so on and so forth. In the absence of 
this kind of overall planning, the existing policies can only tend to be 
geared to urgent current problems, and there is a lack of circumspect and 
farsighted consideration. For example, in the face of a shortage of energy 
resources 2 years ago, the state adopted the policy of "tapping the natural 
resources quickly while they are available,'' and obtained relatively good 
results in achieving sl.ort-term equilibrium in the energy resources sector; 
however, this led to problems like an increase in the amount of coal falling 
away in coal producing regions, a definite degree of destruction of mineral 
resources in some localities, and so on; and ways of achieving a steady long- 
term development of energy resources supply were not adequately considered. 
Similarly, over many years, in facing "flood peaks" in the demand for certain 
products, the state has repeatedly ianded itself “in a state of emergency in 
preventing flooding"; it has not done preparatory work in regard to supply or 
appropriate channelling of consumption, measures that could have been taken 
with good foresight; in controlling the scale of investment or volume of im- 
port, simplistic categorization has been the only course of action, no con- 
sideration being given to whether a case is important or not, urgent or not; 
and so on. Considering actual measures, the state lacks effective means of 
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ensuring success, so that some policies have remained empty talk or conceptual 
ideas for many years. For example, some strategic key areas of development 
were proposed several years ago and the >»uilding of mainstay industries has 
been put forth recently; for one thing, we must have apprcpriate methods for 
changing the traditional practice of allocating resources and funds to various 
segregated localities or sectors according to base figures, and for another 
thing, we must have appropriate measures for pooling funds by attraction or 
compulsion for developing those projects and industries under the condition 
that decisionmaking power should be gradually decentralized. Without joint 
efforts in these two aspects, the success of the so-called key things and 
mainstays cannot be ensured. 


Considering various countries' experience and our national condition, we 
think the industrial policy system which China must now quickly study and 
establish should include three major parts: First, we must select and 
theoretically study those mainstay industries which over a certain period in 
the future will greatly affect China's economic development, and we must pro- 
mote the pooling of society's funds and resources for developing those 
industries, so that they can develop more rapidly than before with relative 
stability. Second, we must study and formulate policies concerning the 
development of every industry, working out some policies and measures which 
can promote industrial modernization as existing conditions may allow. Third, 
we must study and formulate some inter-industrial policies concerning enter- 
prises, such as policies for invigorating large and medium-sized enterprises, 
policies against monopoly, policies for helping develop horizontal links be- 
tween enterprises so that organized groups of enterprises can be formed, 
policies for rationally quickening the development of enterprises in rural 
areas and towns, and so on. Implementing these three categories of industrial 
policies will entail the use of certain economic, legal, and administrative 
measures, as well as the coordination of various other policies, like those 
concerning investment, technology, import and export, consumption, finance, 
monetary matters, and so on. Thus, we can view industrial policies as a 
policy system aiming to modernize our economic structure, industries, and 
enterprises, and to improve the results of supply. They and those fiscal, 
monetary, and other policies which aim to control or stimulate demand, like 
warp and weft, together form a policy network which can form a unified entity 
to regulate the actions of the enterprises and other social organizations. 


Because, judging from their content, industrial policies have those character- 
istics mentioned above which are strongly system-related, the study and formu- 
lation of industrial policies cannot be accomplished in a short time. How- 
ever, as mentioned in the first part of this article, the existing demand 
management policies are subject to certain limitations and using industrial 
policies as soon as possible to make up for their deficiency is a highly urgent 
matter. We think this dilemma can be tackled in three ways. First, we can 
immediately adopt certain short-term measures which have not been subjected 

to full theoretical scrutiny but about which people have more or less the same 
views; for example, under the precondition that enterprises are encouraged to 
ensure good product quality, we can quicken the production of certain light 
industrial products, textile products, materials, and raw materials which are 
currently in short supply on the market, so that the speed of industrial 
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development can be basically maintained at the current level, and development 
will neither be too rapid or too slow; while controlling the scale of capital 
construction, we can ensure the continuance of existing investment in key pro- 
jects in transportation, communications, and electric power, so that even in 
times of economic contraction the relative shece of investment in communica- 
tions and electric power can grow; and we can draw up industrywide regulations 
governing high-consumption, poor-quality small enterprises, forcing them to 
close down by means of fines, not issuing production permits to them, and so 
on. Second, with the help of our existing department management bodies, we 
can appraise and examine all existing industrial policies from the viewpoint 
of whether they are conducive to developing the socialist commodity economy 
and improving the results of social supply. We can encourage the strengthen- 
ing of horizontal inter-departmental links and the giving up of narrow-minded 
concern for department interests; we can propose better policies along the 
lines of the industrial chain concept and formulate some provisional regula- 
tions embodying industrial policies. Third, we can organize groups of compre- 
hensive departments and experts working under the state to spend a number of 
years to conduct a theoretical study on comparative systems, to select some 
mainstay industries, and to establish a relatively systematic industrial 
policy system with well coordinated elements. 


Like demand management, industrial policies, as a principa! means of supply 
management, are subject to limitations. The principal limitations are: 

First, overly elaborate industrial policies containing many trifles may overly 
restrict the enterprises and adversely affect the development of their 
enthusiasm and pioneering spirit. Second, some industrial policies formulated 
without systematic analysis and economic evaluation may result in the issuing 
of arbitrary and impracticable directions, the disruption of the market 
mechanism, and deterioration, instead of improvement, of the results of sup- 
ply. Third, the selectior of mainstay industries entails definite risks of 
decisionmaking; any abrupt, unanticipated changes in the domestic or inter- 
national setting may cause a waste of social resources. In studying and 
formulating industrial policies, we must consider these limitations and be 
careful; we must not treat them merely as a panacea. Only by considering 
problems in this way, with the macrosystem and not merely a single path in 
mind. can we relatively consciously pay attention to the symbiotic integration 
of planning and market, the integration of demand management and supply 
management, and the integration of fiscal, monetary, and industrial policies; 
only thus can our macroeconomic management attain a high standard. 
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[Text] People's most basic understanding of the issue of the reform of the 
economic structure often begins with looking at the defects of the traditional 
model of economic movement. However, following the deepening of reforms, the 
necessity to reform the ownership base is raised, independent of man's will. 


l. The Central Link in the Reform of the Urban Economic Structure 
The Obstacles To Meshing and the Loss of Balance. 


At the end of 1984, in the expansion of our nation's overall demand, expansion 
of consumption was the major leading factor. The expansion of consumer funds 
played an accelerating role in investment inflation and the overheated growth 
of the economy. The emergence of this situation was directly related to the 
haziness of property relationships after the changing of movement mechanisms. 
State ownership, represented by state-owned enterprises, was originally very 
closely linked with the centralized system of unified receipts and expenditure. 
Now it has been required to "mesh" with the market mechanism, and naturally 
much friction has been produced. Seen from this angle, a more important reason 
for the shortfalls of the traditional socialist system than the ossified 
pricing system is actually ownership relationships. 


The ownership problem was very siarply brought out when the reform of the urban 
economic structure was just commencing. This is fortunate for China's reform 
of the economic structure. The ownership problem is, in essence, a structural 
problem of the microeconomic base. In the traditional system it was manifested 
as soft restraints on enterprises’ budgets. Soft restraints on budgets was 





first brought out as an issue by the Hungarian economist Kornai in summing up 
the many aspects of economic movement. However, because the angle from which 
he summarized the problem was too broad, he was unable to find a solution to 
the problem. In fact, the basic reason that traditional socialist enterprises 
had soft budget restrictions in various respects was the soft restrictions in 
terms of property relationships. That is, the boundaries of the property and 
interests of the socialist enterprises, as individual enterprises, were not 
clearly stipulated. Thus, the central link and basic task in the reform of 
the economic structure is to proceed from the property relationship and recon- 
struct microeconomic organizations. 


The typical situation under the traditional system is: Some enterprises have 
handed profits to the state amounting to tens of times the value of their own 
assets, but their production conditions are still backward, while the losses 
of some enterprises are sufficient to build several factories, and they are 
still doing well. The seriousness of the problem lies in the fact that after 
7 years of economic reforms in China, there is still little relationship 
between the profits from the assets of an enterprise and the profits they 
actually retain. 


It should be affirmed that development in leaps and bounds has been achieved 

in respect of having the movement mechanisms changing tracks during China's 
reform of the economic structure, and that the movement of economic systems 

has begun to be conditioned by market demand. However, as property relation- 
ships are, in general, still the same as before, the originally imbalanced 
process by which the economy is being monetized has been increasingly slated 
through development. The coverage is very broad while the swiftly developing 
commodity market and the uncompensated and unbalanced fund factors form a 
movement which is greatly uncoordinated. In economic activities, the market 
restrictions (production restrictions) are tending towards hardness, while bud- 
getary restrictions (investment restrictions) are still very soft. Enterprises 
are beginning to respond to market demands, but the reaction is either not eco- 
nomic or else it has very low efficiency. The industrial situation in society 
can be speedily readjusted in a short period, but it is difficult, even in the 
long term, to achieve an improvement and balaiice in the structure of the neces- 
Sary natural resources. The ability of enterprises to develop potential, inno- 
vate and improve quality is very low. Their reaction to macroeconomic regula- 
tion signals is weak or even negative, making macroeconomic regulation very 
difficult. Clearly, the major contradiction in the further development of 
Chinese economic structural reforms is the friction and conflict between an 
economic movement model which involves dramatic track-changing and an ownership 
base which has changed little. 





Several Attempts at Directional Reform. 


One way is by changing the ownership relationships. An important method for 
improving microeconomic activities is by promoting the mixed development of 
various ownership components, so as to realize the diversification of the owner- 
ship structure. However, initial practice has shown that while the economic 
relationships of state ownership are basically unchanged and state-owned enter- 
prises still lack vigor, when the ownership structure is diversified, the other 
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economic component operators reap rich profits, producing disparities in social 
income and unrest among the people. With the state-owned economy, this often 
results in public things being used for private purposes and in the expansion 
of consumption. When various state-owned enterprises implemented experiments 
in leasing or in workers becoming shareholders, in the allocation of income 
the enterprise's state-owned funds were placed outside divisible profits. 
State-owned funds equals uncompensated funds. Through the years practices 
have become habits and such habits have reached the stage where chey are very 
difficult to change. 


Another flexible method by which it seems it will be possible to avoid large 
reforms is fund payments [zi jin fu fei 5261 6855 0102 6316]. It is generally 
believed that this can eliminate discrepancies between enterprises in terms 

of the funds they are equipped with, and raise the efficiency of fund use. 
However, because there are great disparities in the level of profits of the 
various areas and various industries, and even between particular enterprises, 
fund payment cannot be widely implemented. Behind these seemingly coincidental 
factors, there is concealed a profound mechanism of the commodity economy: 

The assets of ar enterprise are its entirety, and their value or price is not 
determined by the amount invested in them initially. Rather it is determined 
by the productivity, that is the rate of profits, they realize. The latter 
determines the replacement cost. This is the process of asset appraisal which 
occurs every day in the modern commodity economy through the fluctuation of 
enterprises shares' prices and the sales of these shares. If this type of 
asset pricing departs from the movement of asset value (or net value) and is 
fully developed, in the environment of China where the land is broad, the 
levels of economic development uneven and the investment environment widely 
disparate, it will result in a great deviation in our nation's actual asset 
and investment structure. This will be manifested in the fact that even if 
the regional cost differentials are eliminated, asset revaluation will be con- 
siderably greater in most of the regions on the eastern coast and in several 
cities and areas in the western regions where transport is convenient and the 
population is centralized. Meanwhile, the assets of enterprises in the major- 
ity of the western areas, and especially in third-line enterprises, will be 
greatly devalued. In this situation, if we require everyone to make payments 
based on the original value or the new value of assets, we are sure to run 
into a brick wall. 


Thus, the basic drawback of fund payments is that it completely mixes 

together the responsibilities and rights of the investment decision-makers and 
the asset users. In fact, it requires that the enterprises take on uncondi- 
tionally, the entire risk of the state's investment decision-making. This will] 
continue to give rise to softness in enterprises budgets. The payments are 
thus just a way of replacing old inequalities with new inequalities. 


Reconstructing the Microeconomic Base--Inspiration From Rural Reforms. 


Strictly speaking the production responsibility system in the rural areas is 
not a contract for production volume, but for land. Following the development 
of the commodity economy, there also appeared land transfer contracts. Thus, 
it is a land contract or operational responsibility system. The first step 
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of land contracts is to make an overall assessment, within the production team, 
of the fertility of the plots, their distance away and such factors. From 
this, the production volume contracts can be fixed. The land contracts also 
gave rise initially to the short-sighted actions of plundering fertile plots. 
However, as the land contract periods were extended, while absolute rent was 
the state's, differential land rent was one's own, and the peasants’ actions 
gradually tended towards the long-term and rational. In rural reforms, the 
family has replaced the production team as the operational unit, while land 
contracts have replaced work-points. Thus here has been a complete restruc- 
turing of the microeconomic base. This is where its success lies and is also 
its major experience. 





The urban reforms are far more complex than the rurai reforms and far more dif- 
ficult. The 3d Plenary Session o1 the llth CPC Central Committee took a deci- 
sion that there should be an appropriate separation between the ownership of 

an enterprise and the right of operation. However, an effective form by which 
this separation can be realized has not yet been found. During the practice 

of the reform of the urban economic structure, people have come to gradually 
recognize that with assessment based on growth of the base, and equal distri- 
bution within each enterprise, there is no horizontal comparisons between 
enterprises or social evaluation. This inevitably results in the fast oxen 
being whipped and there being no clear division between rewards and punishments. 
Some have even implemented director responsibility systems, but if the integra- 
tion and increase of the enterprise's assets are not included in the goals for 
the period of tenure, the responsibility system will be a mere formality. Thus, 
we must take assets into consideration when assessing enterprises. Interna- 
tional experiences also show that in a modern commodity economy the assets 
earning method allows that, after ownership and operation rights are separated, 
the interests of the owner (or the legal owner) are guaranteed, and also pro- 
vides the operator (or economic owner) with a form which allows full activity 
over a wide area. Thus, the reform of the urban economic structure must be 
based on the special patterns of urban reform, must center round assets as the 
core, and reconstruct the cells of microeconomic activities--enterprises. 


2. Asset Operation Responsibility Systems 


Proceeding from the property relationship, and thoroughly resolving the problems 
of soft restrictions and big pots in socialist enterprises is an issue which 

up to now socialist states have not resolved or even correctly addressed. The 
asset operations responsibility system which is a summary and refinement of 

the practice of China's economic structural reforms, is only a breakthrough 

in the right direction, and is far from being a final answer to this question. 


The asset operations responsibility system includes the three basic components 
of asset assessment, income-sharing and operational responsibility. Assets 
assessment is the carrying out of market~simulation and social assessment of 
the enterprise assets formed through state investment decision-making. The 

aim is to resolve the contradiction of deviation between the actual effective- 
ness and the nominal value of existing assets. The method is: 1. An appraisal 
of existing enterprises assets is made using net asset value as the main yard- 
stick. Those enterprises in which, due to early investment decisions and other 
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factors, the actual value of the assets seriously deviates from their net value, 
can revise their fund profit rates and equipment utilization rates, which have 
existed for many years within that enterprise. As to that machinery and equip- 
ment which have a replacement value, then it is possible to calculate solely 

on the basis of replacement value, and gradually combine asset assessment with 
the engagement of enterprise leaders through tendering. 2. After all newly- 
added assets formed through state investment have been assessed, they will, 
through tender, be taken on by the enterprise and the investors will receive 
the income from, and take on the risks of, investment. The newly-added assets 
formed through investment decided on by the enterprise will be entirely 

counted as the enterprise's state-owned funds, while the loss or profit 
resulting from the difference between the nominal cost and the actual cost will 
be taken on by the enterprise. 3. The assets assessment must be combined with 
the transformation and reorganization of the enterprises’ organizational forms. 
During the assessment, the state must use a fresh method of rewards and punish- 
ments to foster specialized enterprises and enterprise groups, and enterprises 
which meet the economic demands, as well as readjusting the scale of enter- 
prises and coordinating their structures. Income-sharing refers to the state's 
anconditional legal ownership of state funds and their added value. On this 
basis, the income from all state funds will be divided. Its contents are: 

1. The unified profit rates set down for all enterprises to hand over will be 
the state's stable share of income. Before the reform of the pricing system 

is completed, the state can stipulate different rates of sharing for different 
industries. 2. The state's rate of profit share should be revised periodically 
in accordance with changes in profit rates for funds in society (or industry) 
and should be a major means of regulating the macroeconomy. 3. The state's 
share of the profits is in essence profits derived from funds, and should have 
a certain elasticity, in order to accord with the risks undertaken by the 
enterprise operators and the situation in the investment cycle. However, when 
an enterprise delays handing over part of the profits, then interest should 

be paid thereon. It may also be necessary to detain the enterprise's funds 
(for example, the depreciation, bonus, and welfare funds), and to return them 
only after the enterprise has handed over the profits. Operational responsi- 
bility refers to regulations in terms of the rights and responsibilities in 
using assets after the assets assessment and the sharing principles have been 
established. It includes: 1. The appointment and dismissal of enterprise 
leaders. Their incomes mus, be linked up with the results of the operation 

of assets. 2. Enterprises will have autonomy in the use of funds, and will 

be able to independently decide on the investment direction of the enterprise's 
accumulation funds. They will also be able to sell off existing assets. How- 
ever, the increased value of the assets resulting from changes in the assets 
replacement value should be recorded in the account for state-owned funds. 

3. Abolition of regulatory tax system and of credit repayments before paying 
tax. As to those enterprises which can completely realize their profit accumu- 
lation, but cannot guarzntee the state's income share, then in accordance with 
previously stipulated procedures, the enterprises’ bonus and welfare funds will 
be used to offset the amount. They might be forced to hand over depreciation 
funds, or wage funds could be deducted. The enterprises might even be ordered 
to reorganize, merge or transfer. 


After the asset operation responsibiiity system is implemented, the government's 
economic management function will have to undergo appropriate readjustments. 


20 











It may be possible to establish, under the Ministry of Finance, a State Asset 
Management Bureau. The right of the state to directly interfere with state- 
owned funds will be centraiized in the asset management departments. All 
levels of asset management departments will be fully responsible for the inte- 
gration, increase of, and income from, assets. They will also have the final 
decision-making power in respect of the employment and dismissal of enter- 
prise leaders. The security of assets and their earnings rates will be decided 
on by unified standards in the assets management system. It may also be pos- 
sible to consider setting up asset management departments on the basis of eco- 
nomic regions, and they may then entrust the assets they manage to enterprises, 
enterprise groups or specialized investment companies to operate. Overlapping 
and competition between operations will be permitted. The asset management 
departments will be responsible to the financial departments and will be super- 
vised by them. In order to link up with the existing system, division of work 
can first be carried out at the various levels of existing management depart- 
ments. One side will be responsible for administrative matters and industry 
management, while the other side will be specifically responsible for the min- 
agement of assets. In accordance with the asset operations situation, the 
appointment or dismissal of the enterprise leaders wil! be decided upon. Later, 
the various regional asset management department departments will be gradually 
merged. Because of the fluidity, compatability and expansiveness of asset 
property rights, the asset managers and operators will, iaternally, be able 

to cross the restricting border: imposed by divisions between departments and 
regions. In this way, we can look forward to establishing, with financial 
relationships as the link, a new conduction mechanism and a new standard for 
effectively conditioning enterprises' activities. 


The main functions of the assets operation responsibility system are: 

1) Through asset appraisal and tendering, the umbilical cord by which enter- 
prises are attached to the big pot of the state will be cut. 2) Assets earnings 
will be the only yardstick for handling the distribution relationship between 
the state and the enterprises, and will stabilize the enterprises’ activities. 
3) It will reduce investment starvation. The root of investment inflation is 
unpriced assets and the uncompensated use of assets. The asset operation 
responsibility system will clarify the state's share of an enterprise's post- 
tax profits based on the enterprise's use of assets. Thus it will provide a 
firm measure by which to avoid investment hunger. 4) The security, rate of 
added value and the amount of income from assets will be used as selection 
criteria, and will provide an important standard in the assessment of 2ntre~- 
preneurs. This will result in entrepreneurial dedication, the spirit of 
blazing new trails and the profit motive being unified with state interests. 
Thus, in fact, changes in economic conduction mechanisms will result in state- 
owned assets having dependable representatives, and a calm and collected revo- 
lution will be carried out in the system of appointment and dismissal in the 
spheres of economic activity. 5) It will fix economic responsibility. The 
major flaw in previous responsibility systems is that they overlooked the 
enterprises’ most basic responsibilities in respect of assets. Through the 
correct and unerring yardstick of fund profit rates, the asset operation 
responsibility system decides questions about enterprises’ development and 
existence. This will result in the income of entrepreneurs, and staff and 
workers, being linked, to varying degrees with fund earnings, and will con- 
cretely manifest the enterprises’ operational responsibilities. 
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The more long-term significance of the changes resulting from instituting the 
asset operation responsibility system is that the activity motives of the recon- 
structed microeconomic organizations will cause the enterprises to shift from 
trying to use the greatest share of resources, to trying to realize the 
greatest income from their resources. This will allow socialist enterprises 

to act in the best possible way in market movement. The asset operation 
responsibility system means that competing socialist enterprises, if they are 
to maximize their total earnings, will have to readjust the two aspects of 
input and production, so as to really achieve a level where marginal income 

is equivalent to marginal costs. This will guarantee that this level will 
stabilize in the areas where average costs are lowest. At the same time, by 
using a unified yardstick for the general profit rate in society, it will allow 
enterprises to completely shake off the bonds of planned production value and 
contracts for profits. It will at once, greatly spread out the level of 
retained profits in different enterprises within the same industry. This will 
promote the flow of funds from low to high effectiveness areas. This will 
create material conditions for advanced enterprises to speedily develop and 
annex others, while backward enterprises will wither and be reorganized. It 
will thus provide a base for the rationalization of microeconomic activities. 


In order to better understand the function of changing the property relation- 
ships, and its position in the system of economic structural reforms, it is 
necessary to discuss the following related questions. 


1. The asset management responsibility system and enterprise bankruptcy. 
Enterprise bankruptcy is the result of an enterprise being unable to meet its 
liabilities on time, and being unable to reschedule them. It is possible for 

a bankrupt enterprise to temporarily remain a profitable enterprise. Enter- 
prises with potential may, after incurring losses, lose their capital but still 
not go bankrupt. Bankruptcy and enterprise losses are not equivalent concepts. 
The asset management responsibility system will allow the state, in a situation 
where there are no obstacles to the integration and increased value of assets 
Or income, and there are no anxieties about prospects, to shift assets and 
avoid losses, in accordance with stipulated procedures. This is something a 
bankruptcy law will not be able to achieve. At the same time, the asset man- 
agement responsibility system severs the relationship between enterprise oper- 
ation and state investment decisions, and clearly delineates the boundaries 

of enterprises’ asset relationships. More particularly, it provides an indica- 
tion of whether enterprises’ asset operations are good or bad, and creates con- 
ditions for handling bankruptcy in socialist enterprises. 


2. The asset management responsibility system and the issuing of enterprise 
shares. The idea of implementing a system of share issues in a socialist state 
has, on the theoretical plane, provided people with much enlightenment. How- 
ever, the issuing of enterprise shares and the external forms of our nation's 
current ownership system deviate greatly from each other and cannot be easily 
joined together. Thus, in actual life, it has not played a great role. At 

the same time, the share issue system is the general organizational form in 
modern western economies. If this system were to be transferred to a socialist 
nation, then great changes would be necessary both internally and externally. 
The comrades who propose this also have greatly differing ideas. If the 
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issuing of enterprise shares requires changing the leading position of state- 
owned economic components in the economy, then it is intrinsically different 
from the asset operation responsibility system. If the issuing of enterprise 
shares is intended to give different economic components a common external 
form, then it is only half a step away from the asset management responsibility 
system. This is because the latter opens the door for fund flow between enter- 
prises under different types of ownership. 


3. The asset management responsibility system and leasing. The asset manage- 
ment responsibility system is a special form of division between the state and 
enterprises in terms of the ownership and right of operation of assets, and 
between legal ownership and economic ownership. It is basically different 
from leasing. In leasing methods, the state actually hands over to the lessee 
economic ownership of the assets for a certain period. The latter is then 
responsible for the profits or losses of the enterprise. If an individual 
(including a factory director) leases the enterprise, there is no problem 
being responsible for profits. However, if the enterprise really incurs 
losses or suffers reduced income, the individual lessee will be completely 
unable to fully compensate for the losses. This asymmetry between rights and 
obligations is the economic root of why society looks askance at lessees 
obtaining high incomes. In the employment of enterprise leaders under the 
operation asset responsibility svstem, they are seen purely as operators. The 
income of enterprise leaders wiil not be like that of the peasants who “hand 
over what is required to the state, leave what is necessary with the collective 
and keep for themselves whatever is left over." Rather, it will be something 
which is decided on by the assets management department. This is consistent 
with the general trend towards separation of the two rights under modern pro- 
duction conditions (where operators are neither legal owners or economic 
owners) and customary practices. 


4. The asset management responsibility system and the fund market. The func- 
tions of these two are different. The former resolves the problem of uncom- 
pensated funds within the enterprises, while the latter resolves the problem 
of the price of funds obtained externally by the enterprise. The former pro- 
vides internal motive force for the external flow of enterprise funds, while 
the latter provides more unobstructed external conditions for this flow. 
Further, a complete fund market mechanism can only play a regulatory role in 
respect of the resources flow and will have little effect on the forms of 
resources storage. The latter forms a strong absorption mechanism: Uncompen- 
sated stored funds greatly engulf and assimilate flowing funds. However, all 
the preferential treatment and soft restrictions in terms of taxes, interest 
rates and credit repayment are certainly not just like dust which one can non- 
chalantly flick away. Rather, they are natural extensions of the gigantic 
storage function. Seen from another angle, only when key market-distributed 
resources depend on the conditional variables provided by enterprises in 
respect of the productivity of the key factors, will market allocation and 
regulation be realized. Capitalist economies developed, over several centuries, 
from the first appearance of shares to the common issue of shares, and then 

to integrated financial markets. In this sense, an asset operation responsi- 
bility system, or a more general system of establishing a relationship in terms 
of earnings by an enterprise's assets, is an historical and logical precondi- 
tion for the development of a financial market. 
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5. The asset management responsibility system and the adjustment of the indus- 
trial and enterprise structures. In a modern economy, the industrial struc- 
ture changes very quickly, and the scale and structure of enterprises is also 
often changing. On the one hand, there are small enterprises being produced 
continually and being divided and going in different directions, while on the 
other hand large enterprises are dividing and merging. The reason the economic 
structure can continually move in accordance with market, technological, and 
economic demands, has, as a background, the flow of funds (including enter- 
prise asset storage), and is because asset property rights are continually 
being rearranged and reorganized. Both our industrial and enterprise struc- 
tures are irrational, but this cannot be changed, because once funds flow into 
enterprises, they solidify. If this problem is not resolved, then the overall 
economy will be in difficulties, and there will be no hope for the development 
of specialization or horizontal economic relationships. The key to breaking 
through this deadlock is to establish a system of assets-earning, so that 
enterprises will seek profits from funds. In this way, the innate system of 
balance within the economic structure can be mobilized. Although pricing 
reforms can start the process of self-adjustment of the industrial structure, 
if we want the industrial structure to draw close to the demand structure, and 
particularly to realize the rationalization of the enterprise structure 
(including alignment of scale and of specialized coordination), the only way 
is to rely on the flow of asset property rights and on reorganization. 


6. The asset management responsibility system and macroeconomic management 
and control. The former provides a necessary microeconomic base for the lat- 
ter. In the process of streamlining administration and handing down power, 
the reason the old administrative methods and mechanisms cannot be "stream- 
lined," apart from the inertia and resistance of the traditional systems, is 
the abnormal activities of the microeconomic organizations. By proceeding 
from the asset operation responsibility system in correcting the activities 
of the microeconomic organizations, many administrative organizations and 
functions will lose their basis of existence. At this time, the obstructions 
to further sorting out and reforming the administrative organs will probably 
be quite small, and then it will finally be possible to achieve flexible, 
light and highly effective macroeconomic management. 


7. The position of the asset management responsibility system in the histor- 
ical process of reforming the economic structure. The asset management respon- 
sibility system (or other forms of asset management and earnings systems) is 
the take-off point for the economic system in rebuilding property relationships 
from the old to a new model. The links of the qualitative change involve: 

1) A simulated social assessment of the inventory assets formed under the tra- 
ditional economic system. This assessment cannot be carried out in the mar- 
ket, but neither can it be artificially determined completely divorced from 

the market. 2) The yardstick of profit margins determined by horizontal com- 
modity economy links will replace the system of vertical distribution 
(including vertical profit growth). Also, the asset operation responsibility 
system is a transitional link, connecting what went before and what comes 

after in the overall process of reform of the economic structure. It is an 
historic intermediary, as the economic system moves gradually towards excel- 
lence. 
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3. Renewed Readjustment Through Having Distribution Stimulate Structural Reform 


Forms of distribution and distribution relationships are manifestations, on 
the economic level, of ownership systems. Therefore, a structure with micro- 
economic ceels which do not have fixed divisions based on distribution rela- 
tionships is incomplete. The asset operation responsibility system can set 
down external boundaries in the asset relationship between an enterprise and 
the staff and workers. Here are a few points and ideas on this seen from the 
angle of first stage urban reforms. 


From 1978-1984, if we ignore price rise factors, the average per-capita income 
of the nation's urban population rose 22.3 percent, while the average income 
increase across the nation was 25.3 percent. However, at the same time as the 
people's standard of living in both urban and rural areas across the nation 

has risen in a sustained and marked way, the phenomena of individual incomes 
being unequal has occurred in many economic activities, and this has angered 
some people. This, it seems, cannot exceed expectations. It is also clearly 

a trifle stupid to explain this by saying that the dramatic changes in relative 
income levels gave rise to this social mentality. Relative changes in the eco- 
nomic income structure clearly can result in people having difficulties 
adjusting. However, if these changes are regulated and accord with the basic 
interests of the majority of people, people will be gradually calmed as the 
period of readjustment continues. If on the contrary, these changes are with- 
out order, or the inherent opportunities are clearly unequal, the complaints 
will accumulate and they may eventually give rise to prickly social problems. 


The Flow of Labor in China. 


Possibly, a basic measure for resolving the above problem, is the free flow 
of labor. Seen from the situation in the various countries of the world, a 
labor flow of approximately 15 percent will not normally bring about fluctua- 
tions in the economy, and has the benefits of clearly raising laborers enthu- 
siasm for work, spreading technological skills, changing the situation of work 
being too specialized, and increasing productivity. However, like other 
socialist countries which have implemented traditional systems, the manifesta- 
tions of China's labor flow are different from the rest. The labor force ele- 
ments have strange characteristics. These are that their lack promotes labor 
flow (the obstacles to retrenched staff are few and the choices of workers are 
quite numerous) while their surplus obstructs labor flow (the staff reserves 
can, to a large degree, satisfy the demands made for changes in the labor 
force). This, we are afraid, has already become a very common situation in 
the labor flow of the Soviet Union and East European countries. It is also 
the basic reason why even now, it is difficult to have labor flow among the 
urban population in our nation. Seen from this angle, the establishment of 

a labor flow mechanism will perhaps be an added difficulty in China's economic 
reforms. If we consider the following two points this is even more so: 

1) Considering the congealed nature of labor flow in China's cities, the labor 
flow will practically have to start from nothing. The danger of marginal labor 
flow is that it allows those luck, few who can change jobs to obtain especially 
favorable rewards. This produces strong contrasts and social repercussions 
and amplifies the role played by labor flow. 2) The flow of labor is related 
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to certain social, economic, cultural and mental factors. Thus, its trend of 
development has certain qualities which cannot be opposed. China is a 
developing country and at present, in promoting labor flow, we can travel in 
various directions and feel a little hesitant. According to current interna- 
tional statistics, the relationship between the rate of labor flow and labor 
cost is not clear. For example, in various countries where the degre of labor 
flow is quite high, the increase in money wages is quite rapid (for example, 
in Yugoslavia). Conversely, in some countries where labor flow is quite low, 
the cost of wages as a percentage of the total cost of commodities is quite 
low (for example, Japan over quite a long period). These different considera- 
tions compel us, when promoting the flow of labor, to be very careful to avoid 
stimulating the rise of labor costs. 


Further, in the traditional system, rural residents, who constitute over 80 
percent of the total population, have since the founding of the country, had 
the power to change jobs, and in many urban enterprises there has always been 

a sizable number of peasant workers. These facts show that in China the poten- 
tial for labor flow, from beginning to end, lies in using a dual system. Since 
the beginning of economic structure reform, the pace of the flow of labor 
towards the cities has greatly increased, and this has played a positive role 
in economic development. However, in the cities where there still exists the 
Situation of great numbers who are in jobs but under-employed, and especially 
under the role of the rigidity of the urban population's standard of living 
brought about by historically-created disparities between urban and rural life, 
as rural labor flow to these cities is generally for the purpose of obtaining 
higher income, we must it seems, face the dilemma of a great increase in the 
overa:l amount of consumption funds, or a large amount of unemployment among 
the urban population. 


In addition, China's urban labor flow still has a number of specific problems. 
According to investigations, the present areas in society where the flow is 
most pronounced are among high-technology workers and experts, and among 
unskilled workers whose professional and social appraisal is quite low. The 
flow of these two types of people will indeed put pressure on income to move 
upwards. As to workers in the middle levels where the number of workers is 
great and the tendency to flow rather weak, if we are to have them flow then 
we need to adopt compulsory staff reduction measures. This must await the 
establishment of a complete social security system. At the same time, while 
the benefits brought by the reform of the economic system itself do not have 
the unconditional support of the people, whether the adoption of those measures 
which elicit strong social reaction is prudent, is worthy of study. In any 
case, from now on, on the basis of gradually transforming and perfecting a 
social security system, instituting a system of reasonably short employment 
contracts for all newly-added urban employees and, as conditions become ripe, 
unobtrusively and gradually reducing the amount of fixed employment and 
replacing it with contract employment, so as to achieve the flow of labor, 
seems to be quite in accord with our national conditions. 


Using Distribution To Stimulate Structural Reforms. 


The three basic differentials between enterprises--product price, economic and 
geographical environment, and the extent of assets used--have not been, and 
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cannot be, quickly eliminated. Thus, while income from various non-labor pro- 
duction factors has not been separated from the enterprises’ operational 
income, there will be no distribution and stimulation method which can be uni- 
versally implemented to achieve "rewards according to labor," or which is in 
accordance with "rational principles." Further, as long as the important fac- 
tor of labor is still unable to flow freely, any method which directly links 
up individual income and the results of enterprise operation, or other methods 
which space out the differentials between individual incomes will inevitably 
contain serious social unfairness. International experiences have shown that 
any rash act in respect of the distribution of individual incomes may reverse 
the overall reform process. Thus, changing the major train of thought of the 
early reform period which held that differentials in individual income distri- 
bution should be expanded, is a basic link in striving for the overall initia- 
tive in economic structural reforms. 


It seems that in the first stage of the urban economic reforms, it is perhaps 
appropriate to get rid of the method which links an enterprise's wages with 
results, and restore strict controls on enterprise wage funds and other con- 
sumption expenditure. Also, except on a small number of clearly delineated 
bonuses for economizing, there should be a high-speed progressive bonus tax 
for strictly controlling enterprise's bonuses. In respect of all income, 
apart from resident's wage income, we can immediately implement individual 
income tax with a low cut-in point and high-speed progression (we can exclude 
the social insurance portion). This will force the reduction of excessively 
high individual incomes. Adopting this method of going backwards in order to 
advance in the individual income area, can eliminate for the reforms in other 
areas, the fear of trouble at the rear, and they will be able to progress with 
great steps. As the overall reforms are pushed forward, the reform of the 
individual income area will easily follow. 


The major basis for discarding individual income distribution is that the 
modern individual is not generally the main part of production and operations. 
Individual labor must melt into enterprise aggregate labor, as only thus can 
it become a source of social wealth. The first of the economic development 
motive problems which the economic reforms must solve is enterprise or entre- 
preneur motive. That is, an enterprise with high rates of profits will have 
much in production funds. The enterprise can thus quickly expand, its market 
share will grow and the scale of the enterprise will increase. Those enter- 
prises with low profit rates will have few or no funds. Thus, the enterprise 
will be stopped, will wither and may even close down. For a time, we have 
given too much attention to the relationship between the income of the ordinary 
workers and the enterprise results. There is no ratio between the rate of 
profit realized by an enterprise and the profits it retains. In many cases, 
various enterprises which produce the same type of product, but have different 
production costs, retain about the same amount of profits. This results in 
mutual suppression and no one can progress. However, because of exemplary 
efforts and emulation factors, workers retained profits and workers’ average 
bonuses are daily becoming more equal. 


In motivating the production enthusiasm of individuals, we must still proceed 
from basic wages. The major reason the masses are not content at present, 
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apart from incomes being unequal, is increased costs. Greater bonuses also 
give the people a feeling of undependability, but the bonuses are only given 
to some people. However, the shouldering of price rises firmly falls on all 
people. Thus, it is necessary, on the basis of the degree of price rises, to 
give staff and workers wage compensation. In supplying compensation, and in 
raising actual wages, a system of general wage readjustment for all staff and 
workers can be adopted. Our nation's experiences in the 1950's show us that 
when actual wages increase in a universal and stable manner, people are vigorous 
and zealous, and this is of benefit to economic development and social stability. 


Actually, in future target models, it appears that workers’ income cannot be 
completely linked up with the great fluctuations in profits. This is because, 
despite the fact that bonuses and an enterprise's profits are closely linked, 
as far as workers are concerned, bonuses are only a highly uncertain short-term 
income. Thus, these bonuses only stimulate workers in short-term actions. 

The staff and workers are more concerned with the position and development 
prospects of the enterprise, as well as their individual position, duties, the 
degree of confidence placed in them and even their opportunities for promotion. 
The improvement of the quality of an enterprise depends on the quality of each 
worker, and primarily depends on the improvement of their technological levels 
and their operational capabilities. Thus, the major avenues for motivating 
individuals in their long-term activites is to strengthen the relationship 
between the development prospects of the enterprise and individual benefits, 
and by generally implementing a system of work assessment and promotion. 
Separating the operator's benefits from the general benefits of the staff and 
workers is another thread in the reforms at the submicroeconomic level. In 

the practice of the traditional system, hypothetically it was all workers who 
had the spirit of masters and they were all directly responsible to the state. 
As this departs from the reality of the current socialist period, the results 
in practice were not good. Giving operators an appropriate position and neces- 
sary rights and interests is an inevitable trend in economic reform. However, 
given the background of China's long period of feudal society and the infil- 
tration of the ideas of privilege, in the early period of reform, we should 

not abruptly increase the differentials between the incomes of operators and 
ordinary staff and workers. Much less can we give operators the right to 
reward and penalize themselves. The major measure for stimulating operators, 
that is the entrepreneurs, is to link their destiny with that of their enter- 
prise, so that the success or otherwise of the enterprise and the individual 
interests of the entrepreneur are both determined by the situation in the 
Operation of assets. If the asset operation is good, the enterprise will 
develop quickly, a small enterprise will become a large enterprise, and a small 
entrepreneur will become a large entrepreneur. If the reverse is the case, 

the enterprise will be closed down and the entrepreneur will lose his position. 
It may also occur that in accordance with the stipulations of the entrepreneurs 
association, he will not be able to take on a new post within a certain number 
of years. At the same time, we must implement a dual-channel system for income. 
That is, the bonuses of the enterprise leaders and the current income of the 
enterprise should be unhooked from the workers’ reward funds. Meanwhile, the 
entrepreneurs income will be decided upon by the asset management department 
in accordance with assets’ earnings and the tapping of latent potential. This 
will foster a devotion and a sense of honor among the entrepreneurial strata 
and gradually form socialist China's entrepreneurial contingent and entrepre- 
neurial spirit. 
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The question of income distribution in publicly-owned enterprises has three 

key links: 1. The fixing and changing of basic wages. This problem has been 
discussed above. 2. The total amount of profits to be retained by enterprises. 
This will be decided on in accordance with the profit (rate) achieved by enter- 
prises through reforms of market movement mechanisms and the asset operation 
responsibility system. 3. The proportions of profit retained by the enter- 
prises to be used in accumulation and in consumption. At present, there is 

a unified proportion stipulated by the state, and then bonus taxes are levied. 
After the asset operation responsibility system expands the differentials 
between the total retained profits of various enterprises, this expedient 
measure should not be used at all. A feasible method is, in accordance with 

the ratio between funds used by the enterprise and its wage funds, to appro- 
priately divide the enterprises’ retained profits into accumulation and consump- 
tion funds. The total amount of profits retained will be determined by the 
profits, while the consumption funds of the staff and workers will also be stip- 
ulated in accordance with internal proportions. This will form dual regulation, 
and thus if an enterprise wants to increase the individual consumption of its 
staff and workers, it will either have to expand the amount of profits realized 
or reduce its use of funds. In this way, we can look forward to income distri- 
bution with balanced production factors, which will finally lead to the’ ration- 
alization of enterprises' activities. 


The train of thought on reform put forward in this article is only a hypothesis, 
untested through practice, and is certainly not the final answer to the prob- 
lems. The aim is to try to get people to pay further attention to, and engage 
in, further research on the major questions of economic structural reforms, 

and their relationships and sequence, as this will help in achieving real prog- 
ress in the structural reform of China's economy. 


(Authors remarks: Comrades Zhou Qiren [0719 0366 0088], Ji Xiaoming [0679 1420 
2494], and Peng Zhaoping [1756 3564 1627] provided very valuable ideas on an 
earlier draft of this article.) 
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HEBEI VICE GOVERNOR ON SEVENTH 5-YEAR PLAN 
SK230400 Shijiazhuang HEBEI RIBAO in Chinese 6 May 86 ppl, 2, 3 


{["Report on the Seventh 5-Year Plan for the Hebei Provincial Economic and 
Social Development," delivered by Vice Governor Li Feng at the Fourth 
Session of the Sixth Hebei Provincial People's Congress on 25 April] 


[Text] Fellow deputies: 


Entrusted by the Provincial People's Government, I now submit a report on the 
Seventh 5-Year Plan for the Hebei Provincial Economic and Social Development 
for examination by the present session. 


It took us more than 2 years to draw up the province's Seventh 5-Year Plan. 

On the whole, the drawing-up of this plan can be divided into three stages. 

At the first stage, from February to August 1984, in line with the magnificent 
goal set forth by the 12th Party Congress, we organized the departments and 
specialists concerned to discuss the provincial situation and the strategy for 
development, and to draw up the strategy for the economic and social develop- 
ment by the end of this century. At the second stage, from September 1984 to 
September 1985, on the basis of the discussion on the provincial situation 

and strategy and in line with the plans of various prefectures, cities, and 
departments, we conducted investigations and studies, analyzed the situation 
on the economic and social development, summed up the historical experiences, 
emphatically studied the major problems which should be solved during the 
Seventh 5-Year Plan period and the ways to solve these problems, draw up the 
outlines of the Seventh 5-Year Plan, set forth the guiding ideology, major 
tasks, fighting goals, strategic priorities, economic distribution, and 
countermeasures for the Seventh 5-Year Plan, and designed the frame of the 
overall ideas. At the third stage, from October 1985 to April 1986, in 
accordance with the "Proposal of the CPC Central Committee for Drawing up the 
Seventh 5-Year Plan for National Economic and Social Development," we revised 
the outlines of the Seventh 5-Year Plan, conducted overall balancing, and drew 
up the (draft) Seventh 5-Year Plan. 


The (draft) Seventh 5-Year Plan, submitted to the present session for examina- 
tion, has already been printed and distributed to you. Here, I will make some 
explanations of the implementation of the Sixth 5-Year Plan, the basic tasks 
for the Seventh 5-Year Plan, the economic structural reform, and the several 
points of work necessary for achieving the Seventh 5-Year Plan. 
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1. Implementation of the Sixth 5-Year Plan 


During the period of the Sixth 5-Year Plan, our province conscientiously 
implemented the CPC Central Committee's principles of "readjustment, restruc- 
turing, consolidation, and improvement" and “invigorating the domestic 
economy, and opening up to the outside world," thus achieving great results 
in the national economy and on all fronts. Most of the tasks and targets 
formulated by the Sixth 5-Year Plan have been fulfilled or overfulfilled, and 
profound changes have occurred in our economy and society. 





During the Sixth 5-Year Plan period, the province's national economy has 
developed in a sustained, steady, and coordinated manner, and the economic 
efficiency has raised somewhat. In 1985 the province's total social product 
amounted to 7.346 billion yuan (calculating in terms of the present price), 

an average annual growth rate of 9.6 percent (calculating in terms of the com- 
parable prices). Of this, the total agricultural output value (excluding rural 
industries and the industries run by units below the village level) came to 
1.646 billion yuan, an average annual growth rate of 10 percent, and greatly 
surpassing the average annual growth rate of 1.3 percent during the Fifth 
5-Year Plan period. The total industrial output value (including rural 
industries and the industries run by units below the village level) was 4.297 
billion yuan, an average annual growth rate of 10.6 percent which was higher 
than the rate of 8.7 percent during the Fifth 5-Year Plan period. The 
national income was 3.294 billion yuan, showing an average annual growth rate 
of 9.8 percent, surpassing the rate of 8.3 percent during the Fifth 5-Year 
Plan period. In the first 2 years of the Sixth 5-Year Plan period, the 
financial revenues paced up and down, but in the latter 3 years, it has 
witnessed a steady increase. In 1985 the financial revenues amounted to 
4.515 billion yuan, an average annual increase of 5.2 percent. This indicates 
that our province has already basically fulfilled the task of effecting a 
fundamental improvement in the financial and economic situation. The propor- 
tions and relations between the major sectors of the national economy became 
more rational, and the accumulation rate dropped from 33.2 percent during 

the Fifth 5-Year Plan period to 30.4 percent. The structure of agriculture, 
light industry, and heavy industry was improved somewhat. The proportion of 
agriculture in the total dropped from 29.1 percent in 1980 to 27.2 percent in 
1985, that of light industry dropped from 32.8 percent tec 35.1 percent, and 
that of heavy industry dropped from 38.1 percent to 37.2 percent. The 
tertiary industry developed rapidly and its proportion in the gross national 
product rose to 21.3 percent. Along with the coordinated development of the 
economy, economic efficiency also increased to some extent. In 1985 the 
province's per-capita income was 597 yuan, increasing at an average annual 
rate of 9.8 percent, and approximately doubling the average rate of 5.3 per- 
cent in the previous 28 years (from 1953 to 1980). In 1985 the local budgetary 
industrial enterprises made simultaneous increases in output value, profit, 
tax, and financial income. The social labor productivity reached 1,345 yuan, 
showing an average increase rate of 6.3 percent, and 2.8 percent higher than 
the average annual rate in the previous 28 years. The utilization rate of the 
whole people-owned fixed assets rose from 68 percent during the Fifth 5-Year 
Plan period to 82.2 percent. The national income newly added from every 100 
yuan of accumulation increased from 33 yuan during the Fifth 5-Year Plan 
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investment helped to increase the power generating capacity by 1.27 million 
kilowatts, the coal production capacity by 7.96 million tons, the petroleum 
production capacity by 1.7 million tons, the oil refining capacity by 800,0U0 
tons, the power transmission lines of more than 110,000 voltage by 2,080 kn, 
and the power transformation equipment of mre than 110,000 voltage by 3.67 
million kilo-volt ampere. The investment of communications, transportation, 
and postal and telecommunications departments totaled 1.71 billion yuan, an 
increase of 630 million yuan, or 58.3 percent, over the Fifth 5-Year Plan 
period. During the period in question, 492 km of railways, and 879 km of roads 
were built, and the cargo handling capacity of the Qinhuangdao Harbor in- 
creased by 35 million tons. Investment in the building material industry 
totaled 1 billion yuan, an increase of 720 million yuan, or 360 percent, over 
the Fifth 5-Year Plan. This helped to increase the cement production capacity 
by 2.814 million tons, and the plate glass production capacity by 3.3/7 million 
weight boxes [zhong liang xiang 6850 6852 4360]. 


Our province witnessed new development in education, science and technology 
during the Sixth 5-Year Plan period. Attaching strategic importance to the 
development of education, science and technology, governments at all levels 
strengthened leadership, and increased investment in it. Education funds in- 
creased every year. During the period in question, they totaled 2.753 
billion yuan, 81 percent more than in the Fifth 5-Year Plan period. Newly 
added student seats totaled 490,000, the number of colleges and universities 
grew from 30 to 50, and that of secondary specialized schools from 117 to 2/1. 
The number of students studying at local higher educational institutions 
(including those attending adult education courses) increased by 1.1 times, 
those studying at secondary specialized schools grew by 80 percent, and those 
studying at agricultural vocational schools increased by 3.51 times. A total 
of 190,000 people graduated from universities and secondary vocational 
schools, increasing by 45 percent over the Fifth 5-Year Plan period. During 
the Sixth 5-Year Plan period, 852 scientific and technological projects were 
undertaken, of which 766 were completed, yielding more than 780 million yuan 
of benefit. During this period, 1,797 scientific and technological achieve- 
ments at the provincial level were scored throughout the province. Of them, 
15 won the state invention award, 5] won the scientific and technological 
progress award, 12 won natural science award, and 46 were commended by the 
province or ministries. More than 68 percent of the scientific and tech- 
nological achievements were applied. New progress was made in the develop- 
ment and application of microcomputer, bioengineering, and others. More than 
40 achievements were scored in the study of the development of Taihang Shan. 
Of them, 16 reached advanced domestic and world levels. A new way to develop 
mountainous areas and help the achieve prosperity was explored, which was 
commended by the State Council. Notable results were achieved in opening up 
technology market. In 1985, the province organized scientific and technologi- 
cal trade on more than 2,100 occasions, with the total transactions reaching 
590 million yuan. 


During the Sixth 5-Year Plan period, our province increased the number of 
circulation channels, expanded the circulation spheres, and witnessed a 
thriving urban and rural market situation. The total number of urban and 
rural trade fairs throughout the province reached 2,477, an increase of 722 
over 1980. Some 139 large trade markets were built. All provincial 
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industrial goods wholesale centers were decentralized to cities and some 53 
new trading centers of various forms were built. More supply and marketing 
cooperatives at all levels are being "run by the people,” instead of the 
government which used to run them. A number of specialized service organs 
were established and some serialized service models emerged. Capital goods 
markets as well as technological and banking markets began to emerge. The 
retail sales of commodities rose substantially. If the price rises are 
factored in, the actual increase of total value of commodities purchased by 
the province's state and cooperative commercial units in 1985 was 54.3 percent 
over 1980. The total retail sales of social commodities showed an actual in- 
crease of 67.9 percent. The retail sales of commodities of the state, 
collective, and individual commercial units increased by 64.3 percent, 53.7 
percent, and 24 times respectively over 1980, thus initially forming a circu- 
lation system characterized by various forms of ownership, various operational 
methods, and various circulation channels. 


During the Sixth 5-Year Plan period, the incomes of the urban and rural resi- 
dents in the province increased and their livellhood improved. Some 1.482 
million job-seekers in the cities and towns were provided with jobs and the 
unemployment rate in cities and towns dropped from 4.4 percent in 1980 to 
below 1 percent in 1985. Along with the development of production, the in- 
comes of the urban and rural residents increased. The average per-capita net 
income of peasants throughout the province was 385 yuan in 1985, showing a 
total increase of 89.2 percent in 5 years if retail price rises are factored 
in. The average per-capita income of the urban residents for their living 
expenses was 677 yuan. If the retail price rises are factored in, the total 
increase in 5 years was 35.4 percent. The consumption patterns changed re- 
markably. The number of high-grade durable consumer goods owned by families 
increased every year. The total savings deposits of the urban and rural resi- 
dents reached 10.29 billion yuan, an increase of 8.18 million yuan over 1980. 
The housing conditions of the urban and rural residents improved. Some 20.84 
million square meters of urban housing were built. This is an increase of 
39.5 percent over the Fifth 5-Year Plan period. The average per-capita housing 
areas rose from 3.6 square meters to 5 square meters. In 1985, the average 
per-capita housing areas used by peasants reached 15.4 square meters, up 25.1 
percent over 1980. The quality of clothing and food of the people improved 
fairly greatly. Never before has there been such a big substantial increase 
in the livelihood of the people throughout the province in a short span of 

5 years. 


During the Sixth 5-Year Plan period, our province made gratifying strides in 
opening to the outside world and establishing lateral economic cooperation, 
and achieved great development in establishing friendly contacts with 
foreign countries and carrying out cultural exchange. Our province has 
established friendship city ties with nine states, counties, and cities in 
foreign countries. In 1985, the province's total export volume of foreign 
trades reached $1.298 billion, an increase of 110 percent over 1980, showing 
an annual average increase of 16.5 percent. Fruitful achievements were made 
in the two international economic and technological cooperation and the export 
commodity trade meetings. During the Sixth 5-Year Plan period, the 
province as a whole approved 125 contracts involving 329 million yuan, of 
which $76.2 million was foreign funds. The United Nations as well as other 
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international organs provided gratis assistance and low-interest loans in- 
volving a total of $118 million. We received a total of some 5,064 experts, 
scholars and lecturers from foreign countries and some 193,000 foreigners, 
overseas Chinese, and compatriots from Hong Kong and ?..cao. As our province's 
window for opening to the outside world, Qinhuangdao City scored initial 
progress in developing economic and technological cooperation with foreign 
countries. Our province succeeded in gradually strengthening economic and 
technological cooperation with the fraternal provinces, cities, and autonomous 
regions. At the 1985 invitational meeting on carrying out economic and tech- 
nological cooperation with different places throughout the country, the 
province signed agreements with other provinces, municipalities, and 
autonomous regions on carrying out 705 economic cooperation projects, and 410 
million yuan of funds were brought in from other places. According to incom- 
plete statistics of nine cities under the jurisdiction of the province, 1,083 
lateral economic associations involving 8,391 enterprises of more than 230 
cities and counties of 28 provinces, municipalities, and autonomous regions 
were organized. More than /,100 production units throughout the province 
established cooperation ties with more than 4,300 universities and colleges, 
scientific research and designing units, and large factories and mines in and 
outside the province, and 1,970 associations for linking production with 
scientific research were set up. 


Greater progress was made in tourism. Many famous tourist scenic spots in 
Qinhuangdao and Chengde were renovated and reconstructed. During the Sixth 
5-Year Plan period, the province received more than 105,000 tourists from 
foreign countries, Hong Kong, and Macao. 


During the Sixth 5-Year Plan period, our province made great progress in 
broadcasting, television, press, publication, culture, public health, sports 
and family planning work. The rate of TV and FM radio coverage reached 80.9 
percent and 61.9 percent respectively. Ninety-eight percent of the total 
towns and townships in the rural areas established cultural centers. A 
large group of specialized households in the cultural field emerged. Greater 
progress was made in public health undertakings. Over the past 5 years, 

910 public health and medical organs and more than 25,300 sickbeds have been 
newly added. The incidence of some infectious diseases and some frequently 
occurring diseases decreased. The incident of endemic goiter was brought 
under control. Greater progress was made in preventing and curing endemic 
fluorine poisoning disease. Thus, the people's health conditions improved 
notably, and the sanitary conditions in the urban and rural areas improved 
greatly. Along with the flourishing development of the mass sports activi- 
ties, a group of excellent athletic and sports teams emerged. The province 
ranked third in terms of the number of gold medals won in the First National 
Youth Sports Games. This was a major breakthrough in the Hebei Province's 
sports history. The natural population growth rate of the province was 14.2 
per thousand thanks to the implementation of the family planning work. 


During the Sixth 5-Year Plan period, the task for reconstructing the areas 

in Tangshan City hit by the earthquake disasters was basically fulfilled. 
Over the past 5 years, a total of 2.5 billion yuan of funds were invested 

in rebuilding the disaster-stricken areas, and the residential areas totaling 
more than 11 million square meters of floor space were built. As of the end 








of 1985, 215,000 families involving more than 788,000 people moved into new 
houses. In 1985, the industrial output value of Tangshan City was 5.166 
billion yuan (not including the output value realized by the industry at or 
below the village level), showing an increase of 75.7 percent over that of 
1975 when there was no earthquake. The 1976 earthquake had turned Tangshan 
into ruins. But today, a new Tangshan which extends broadly is towering 
aloft on the banks of the Bohai Sea. 


We basically attribute the achievements made during the Sixth 5-Year Plan 
period to the implementation of the line, principles and policies set forth 
since the 3d Plenary Session of the 1lth CPC Central Committee, the ideologi- 
cal and political act in unison with the central authorities, and the 
prominent grasp of reform. 


In line with the actual conditions of the province, cadres at all levels were 
called on to emancipate their minds, expand their view, and pioneer the road 
of advance. Simultaneously, we firmly eliminated the wrong theory of "taking 
the class struggle as the key link," got rid of the obstructive thinking of 
"taking the grain as the key link" and the self-supporting and semi-self- 
supporting economy, fostered an idea that the socialist economy is the planned 
commodity economy, and vigorously developed commodity production, thus laying 
an ideological foundation for ceaselessly creating a new situation of reform 
and construction. 


In developing our work, we persistently gave priority to the reform. In line 
with the arrangements of central authorities, the rural areas made an important 
step in reforming the unified and fixed state purchases of farm products and 
in readjusting the rural production structure on the basis of implementing 

the output-related contracted responsibility system. Focusing on invigorating 
enterprises, the urban areas carried out reforms in the spheres of production, 
distribution, and circulation, thus expanding the autonomy of enterprises in 
management and intensifying the self-renovation and self-development capacity 
of enterprises. Having broken with the monopolized management, unified pur- 
chases, and guaranteed and planned distribution, and commercial departments 
gradually transformed their circulation system into an open and multi-channel 
system with fewer intermediate links. The multi-functional role of cities 

was gradually brought into play. At the same time, the province carried out 
reforms in the fields of market price, wages, finance, science and technology, 
and education. All these reform projects vigorously promoted the development 
of productivity. However, we are inexperienced in carrying out these reform 
projects. Therefore, in the course of reform, in particular at the stage of 
replacing the old systems with new ones, problems are hard to avoid. Those 
problems that occur in the course of reform can onl: be solved through reforms. 
We should enhance our understanding through constant explorations and prac- 
tices in order to gradually perfect our reform projects. We should carry out 
reforms, enhance our understanding, once again carry out reforms, and once 
again enhance our understanding. Through such a repeated and deepening process, 
we can constantly enhance our understanding and continually develop the reform. 


In guiding the economic work, we always adhered to the ideological line of 
proceeding from reality in doing everything and seeking truth from facts, paid 
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years should mainly be attributed to the power of party policies, and science 
and technology. However, due to negligence of farmland improvement projects, 
reduced agricultural input, and poor service which failed to catch up, pump 
wells were out of repair; channels were seriously damaged; soil fertility 
declined; and arbitrary occupation of farmland was a common scene. In addi- 
tion, the acute shortage of water resources of our province made our ground- 
water level drop every year. We should pay great attention to these unfavor- 
able conditions affecting the sustained agricultural growth. Since 1984, 
despite our efforts to strengthen the work concerning poverty-stricken areas, 
some localities have yet to eliminate their poverty and backwardness due to 
numerous reasons, and the people in some remote mountainous and old revolu- 
tionary base areas still do not have adequate food and clothing. 4) Although 
the social conduct of our province showed improvement, it was far from being 
fundamentally improved. We should attach great importance to these problems 
and difficulties, continue to work hard, and carry out the work of this year 
and the entire Seventh 5-Year Plan period more conscientiously and successfully. 
We ask you, fellow deputies, to supervise our work. 


2. Major Tasks of the Seventh 5-Year Plan, and Economic Structural Reform 


The Seventh 5-Year Plan period is important to the fulfillment of the strate- 
gic objective of quadrupling the industrial and agricultural output value by 
the end of this century as set forth at the 12th National Party Congress, and 
also crucial to the changeover of the old economic system into the new. 
During the period in question, we should continue to conscientiously implement 
the policy of "enlivening the domestic economy, and opening to the outside 
world," carry out the economic structural reform thoroughly, and greatly 
facilitate economic construction and social development. In line with the 
general requirement for greatly expanding the socialist commodity development, 
gradually establishing a new economic system corresponding to our character- 
istics and full of vitality and vigor, and on the basis of the actual condi- 
tions of our province, the guiding ideology for the Seventh 5-Year Plan is: 
to give top priority to reform persistently, and make reform and development 
adapt to the local need to attach strategic importance to science and educa- 
tion development persistently, and promote the national economic development 
with high efficiency; to open to the outside world persistently, and further 
expand foreign economic and technological exchanges; to coordinate production 
and construction with the consumption for everyday life persistently, and fix 
an appropriate construction scale, and an appropriate degree of improvement 
in the people's living standards; and to greatly strengthen the building of 
the socialist spiritual civlization persistently while promoting the building 
of the material civilization. 


After earnestly summing up the fulfillment of the Sixth 5-Year Plan, analyzing 
and studying the current situation of economic and social development, and 
taking into consideration the new factors of the Seventh 5-Year Plan period, 
and on the.basis of the principle of being optimistic but not over-ambitious, 
the major tasks for our province's national economic and social development 
for the Seventh 5-Year Plan period are defined as follows: 
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1) We should push forward the overall reform of the structures of the economy, 
science and technology, and education, and continue to bring into balance the 
relations among various sectors so that the production relations can better 
suit the needs in the development of productive forces, and a foundation can be 
laid for a socialist economic system that is full of vitality and vigor. 


2) We should strive to maintain the basic balance between the total social 
demands and the total social supply. On the premise of ceaselessly upgrading 
the economic results, we should ensure a sustained, steady, and coordinated 
development of the national economy. When calculated in terms of the 1985 
price index, the province's total industrial and agricultural output value 
should reach 81.8 billion yuan by 1990, an increase of 37.7 percent over that 
of 1985 and an annual average increase of 6.6 percent. By 1990, the GNP 
should reach 53.4 billion yuan, an increase of 39 percent over that of 1985 
and an annual average increase of 6.8 percent. A total of 184 billion yuan 

of national income has been arranged for use during the Seventh 5-Year Plan, 
an increase of 64.8 percent over that in the Sixth 5-Year Plan period. In 
the distribution of national income, a total of 130 billion yuan of funds 

has been arranged for consumption funds in the Seventh 5-Year Plan period, 
accounting for 70.7 percent of the total national income; and a total of 54 
billion yuan of funds has been arranged for accumulation funds, accounting for 
29.3 percent of the total national income. The investment in the fixed assets 
of the whole society in the Seventh 5-Year Plan period should be 55 billion 
yuan, an increase of 15.1 billion yuan over that of the Sixth 5-Year Plan period. 


3) We should continue to readjust the structure of investment and the indus- 
trial structure, and to vigorously strengthen the construction of key projects, 
technological transformation, and intellectual development in order to pre- 
pare necessary reserve strength for the faster economic and social develop- 
ment in the 1990's. By 1990, the proportion of the agricultural output value 
in the total industrial and agricultural output value should drop from 27./ 
percent in 1985 to 24.5 percent, that of the light industrial output value 
should rise from 35.1 percent to 37.8 percent, and that of the heavy industrial 
output value should rise from 37.2 percent to 37.7 percent. In the GNP, the 
proportion of the tertiary industry should rise from 21.3 percent in 1985 to 
24.7 percent and that of the primary and secondary industries should drop from 
78.7 percent to 75.3 percent. Fixed assets worth of 26 billion yuan should be 
added for the state units in the Seventh 5-Year Plan period, an increase of 
6.57 billion yuan over that of the Sixth 5-Year Plan period. In this period, 
67 large and medium-sized capital construction projects and above-quota 
projects for technological transformation and equipment renewal should be 
completed and commissioned. By 1990, 34 counties and cities throughout the 
province should make the 9-year compulsory education universal. In this 
period, the province should produce about 400,000 college graduates (including 
the graduates from adult schools). Of the newly added industrial and agri- 
cultural output value, over 25 percent should be gained by relying on 
scientific and technological progress. The quality and functions of over 

40 percent of the total major industrial products should reach the national 
advanced level of that time. 


4) On the basis of developing production and upgrading economic results, we 
should continue to improve the livelihood of the urban and rural people. By 
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1990, the consumption level of the urban and rural residents should reach 453 
yuan, an increase of 32.1 percent over that of 1985. The per capita wage of 
the staff members and workers should reach 1,300 yuan, an increase of 257 yuan 
and an annual average increase of more than 4 percent. The per capita net 
income of the peasants should reach 530 yuan, an increase of 145 yuan over 
that of 1985 and an annual average increase of 6.6 percent. Further improve- 
meat should be made in the people's living standards and their living condi- 
tions. The natural population growth rate should keep within 11] per thousand. 


The above-mentioned four tasks are closely related and linked with each other. 
Fundamentally speaking, reform is a task of the utmost importance. Only when 
we continue to deeply and systematically carry out the reform of the economic 
structure and bring different sectors of the economy into better balance can 
we be able to further emancipate the productive force and to ensure a smooth 
progress of the economic construction and the construction of all undertakings 
for social development. Simultaneously only when we lay a good foundation for 
the new economic structure that is suitable to our province's special 
characteristics and full of vitality can the economic vitality and prosperity 
be promoted in the 1990's and beyond. 


The economic structural reform during the Seventh 5-Year Plan period is, in 
general, mainly composed of the following three parts. 


First, enterprises, in particular large and medium-sized stage-owned ones, 
should be invigorated, and lateral economic cooperation should be greatly 
expanded. Effective measures should be adopted within and outside enter- 
prises to expand their decision-making power in production and business. These 
measures include properly reducing mandatory plans, granting regulating tax 
reduction or exemption, raising the depreciation rate, lightening irrational 
burdens, applying and improving the systems of having plant directors (mana- 
gers) assume full responsibility, and of having them assume the responsibility 
for fulfilling certain targets within their terms of office, reforming the 
wage and award systems, and the labor system of enterprises, and so forth. 

In this way, enterprises will acquire the capacity to accumulate funds for 
transformation and development. We should continue to straighten out and 
consolidate administrative, and semi-administrative companies. Except for a 
few departments and trades, no organs at the provincial level will have the 
power to administer enterprises directly. Cities should also separate govern- 
ment functions from those of enterprises, and delegate to enterprises the 
power they are entitled to so that enterprises will truly become relatively 
independent socialist commodity producers and distributors with autonomy in 
operation, and responsible for their own profits and losses. Focusing on 
upgrading product quality, and reducing material consumption, all enterprises 
should introduce overall quality control, establish and improve the quality 
guarantee system, and strengthen the various technological foundation of 
enterprises. We should establish an economic accounting system with the 
accounting of the plant or department as the center, that of the workshop as 
the emphasis, and that of the work group as the foundation, do a good job in 
the technological foundation of enterprises, and strive to apply modern 
management in enterprises. We should continue to develop various forms of 
ownership and operation on the premise that public ownership occupies a 
dominant position, and allow some small state-owned enterprises to be operated 
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by collectives or individuals through contracts or leasing. Enterprises 
suffering poor management for a long period of time should be reorganized, 

and closed down, suspended, incorporated with others, or have their produc- 
tion lines converted in line with the principle of selecting the superior 

and eliminating the inferior. In particular, we should greatly promote the 
lateral economic cooperation among enterprises in the principle of voluntary 
participation, mutual benefit, and common development, and gradually estab- 
lish associations of enterprises of various forms at various levels. At 
present, the great development of lateral economic cooperation is of ex- 
tremely far-reaching significance in further facilitating the economic 
structural reform, and accelerating the national economic development. The 
purpose of the lateral economic cooperation among enterprises is to rationalize 
enterprise structure, the development of resources, the use of funds and 
technology, and the disposition of productive forces. We should give full 
play to the economic advantage of cities, and organize large industrial and 
mining enterprises to establish ties with township enterprises to allow the 
latter to carry out some of the production tasks of the former. We should 
also make the best use of our geographical condition of being close to Beijing 
and Tianjin, and absorb advanced technology to increase the competitive edges 
of our products. We should particularly advocate the cooperation between 
processing enterprises and raw material producing enterprises, between mili- 
tary and civilian enterprises, between production enterprises and scientific 
research and designing units (including colleges and universities), and among 
agricultural, industrial, commercial, and foreign trade enterprises. The 
cooperation may be closely, semi-closely, or loosely organized. It may be 
long-, medium- or short-term in the form of joint venture, cooperative produc- 
tion, or processing with provided materials. With regard to the defects in the 
managerial system cropping up in the course of cooperation, and some policies, 
and regulations hindering the cooperation, we should conscientiously study 
them, and actively readjust and improve them in the spirit of reform. Plan- 
ning, finance, tax, supply, banking, and other provincial departments should 
study and formulate new policies and regulations, actively support and 
encourage enterprises to expand lateral economic cooperation, protect the 
legal rights and interests of all the parties joining the cooperation, and 
ensure the sound development of the various types of cooperation among enter- 
prises. 


Second, we should further develop the socialist commodity market, and 
gradually perfect the market system. We should continue to reduce the variety 
and quantity of the products allocated and distributed under the unified 

state plan, should further perfect the system of purchasing goods by contracts, 
and should expand the proportion of the farm and sideline products which are 
sold on markets at the negotiated prices. In purchasing and marketing the 
manufactured consumer goods, we should adopt such forms as allowing industrial 
enterprises to sell their products by themselves, allowing commercial units to 
order and buy such goods at their own choice and to market them on a com- 
mission basis, and allowing industrial and commercial units to market such © 
goods jointly. Big and medium-sized cities should generally establish the © 
production means markets, advocate the direct contacts between the producers 
and buyers, and unclog the circulation of goods. At the same time, we should 
gradually open up banking markets, expand the technological markets, and 
attend to commercializing residences on a trial basis. The key to establishing 
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and perfecting the socialist market system lies in further reforming the 
pricing system and the price management system. At present in doing the price 
work, we should focus on consolidating and digesting the reform measures 
which have already been initiated, and resolutely maintaining the basic sta- 
bility of the total price level. During the Seventh 5-Year Plan period, the 
focus of the price reform is to change the prices of energy, raw materials 
and other production means which were set low in a planned and step-by-step 
manner in order to gradually narrow the gap between the planned prices and 
the market prices. We should gradually loosen control over the prices of 
ordinary commodities. The state-run commerce should play its predominant 
role, and actively take part in the market regulation. Through reform, we 
should gradually establish the system under which the prices of a handful of 
important commodities and labor services are fixed by the state, and the 
prices of the remaining large number of commodities and labor services are 
subject to the state guiding prices and the market regulatory prices so that 
we can give good play to the regulatory role of prices as a lever. 


Third, we should gradually relax the present forms of direct state control 
over enterprises and establish a new system under which this control will be 
exercised indirectly. We should also establish a new socialist macroeconomic 
management system. During the Seventh 5-Year Plan period, we should control 
and regulate the operation of economy through economic, legal, and necessary 
administrative means. The state plans are the major basis for giving macro- 
economic guidance to and exercising control over the correct development of 
the national economy. To ensure the fulfillment of the planned targets and to 
develop the planned commodity «conomy, we should further reform the planning 
system, appropriately reduce the proportion of the mandatory plans, and ex- 
pand the scale of the guidance plans and the market regulation. At the same 
time, we should gradually shift the focus of the planning work onto the 

orbit of comprehensively managing and regulating the macroeconomy through 
economic policies, through such economic levers as prices, tax collection, 
credit, interest rate, and wages, and through the comprehensive utilization 
of the economic regulatory means. Governments at all levels should system- 
atically study and work out methods for comprehensively utilizing the economic 
levers in order to make various economic regulatory means coordinate with one 
another and to achieve the best macroeconomic efficiency. We should readjust 
and restructure the organizational departments, amplify and strengthen the 
comprehensive economic management departments, and raise the level of policy- 
and decision-making abilities and the ability to control the macroeconomy. 
Being the place to integrate the urban economy with the rural one, various 
counties should actively carry out experiments for the county-level comprehen- 
sive reform, and gradually popularize the experiences of various experimental 
counties. The professional economic departments should shift their work from 
exercising direct control over enterprises to formulating plans and technical 
policies for enterprises, providing information for enterprises, training 
competent persons for enterprises, and giving management services to them. We 
should attend to the building of the economic information network, strengthen 
the policy-making and advisory systems, and establish and improve various 
economic rules and regulations and the economic judicia: work in order to 
raise the level of abilities to make macroeconomic decisions and policies aid 
provide regulations and laws for various economic activities. We should 
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amplify and intensify the forces of the auditing, statistical, pricing, and 
industrial and commercial administrative departments, should constantly per- 
fect and step up the economic supervision, and should put the economic 
activities under the supervision of laws, so that we can ensure the normal 
progress of the economic life and promote the development of the social pro- 
ductivity. 


3. The Several Tasks that Should be Emphasized in Order to Fulfill the 
Seventh 5-Year Plan 


In order to fulfill the major tasks and fighting goals set forth in the 
Seventh 5-Year Plan, we should give full play to our advantage in resources 
and our favorable conditions while continuing the reform successfully, and 
emphasize the following eight fields of work concerning economic and social 
development. 


1) We should continue to grasp grain production, and actively develop 
diverse undertakings. Agriculture is the foundation of the national economy, 
and grain is the foundation of the foundation. The grain production situation 
of the Seventh 5-Year Plan period has a direct bearing on the national economy 
as a whole. Because our province has a population of more than 50 million, 
feeding the people is a matter of prime importance, and, besides, the 
development in animal husbandry, aquaculture, food processing industry, and 
catering and service trades requires increasingly more grain. Our province 
achieved self-sufficiency in grain production in the past 2 years, but the 
self-sufficiency level was low. In our history, our province always lacked 
grain. Of the 33 years from 1953 to 1985, we shipped in grain from outside 
the province for 29 years, and shipped out grain for the other 4 years. 
Therefore, we must continue the principle of "never slackening grain produc- 
tion while actively developing diverse undertakings," make grain production 
successful, and strive to increase its per-unit yields in areas suitable for 
grain production. While ensuring increased grain production, we should read- 
just the structure of farming in line with local conditions, and vigorously 
develop cash crops, such as cotton and oil-bearing crops, and forestry, 
animal husbandry, and fisheries. In 1990, the province plans to make the 
grain output reach 22.5 million tons, cotton output 675,000 tons, and oil- 
bearing crops 1 to 1.1 million tons. We should conscientiously implement the 
relevant policies of the CPC Central Committee and the State Council, perfect 
the grain and cotton contracted purchasing system, stabilize the prices of 
the means of agricultural production, carry out multilayered measures aiming 
at "supporting rural industries with agricultural production," and basically 
balance the price ratios among farm products with the guidance of state plan 
in order to boost peasants’ enthusiasm for grain production. We should 
gradually increase the investment in farmland irrigation projects, and the 
input for other agricultural purposes, ease the acute energy shortage in the 
rural areas, strengthen the overall management of the existing irrigation 
resources, and enhance the capability to combat disasters. We should 
strengthen land management, bring the land for nonagricultural use into 
strict control, resolutely stop arbitrary occupation of farmland, stabilize 
grain field acreage, and carry out intensive farming. In the eastern part 

of the province, the areas along the Beijing-Guangzhou railway, and the 
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Heilonggang area, we should gradually establish corn, wheat, cotton and other 
commodity production bases, and establish vegetable production bases on the 
outskirts of large and medium-sized cities. We should greatly expand forestry, 
animal husbandry, and fishery production. In forestry, we should expedite 
the construction of fast-growing and high-yielding forests, and farmland 
shelterbelts in easily accessible mountainous areas and plains, and further 
improve the forestry contract responsibility system. Reckless felling of 
trees should be resolutely banned. We should also greatly develop fruit 
trees, and intensify the technical management of the existing fruit trees. 

At the same time, we should emphasize the second-stage construction of the 
shelterbelts in north, northeast, and northwest China, around Beijing and 
Tianjin, in areas formerly flooded by the Yongding He, and in Pingshan 

County, and start the water and soil conservation project in the upper 
reaches of the Luan He and the Chaobai He. By 1990, we should strive to make 
20 percent of the land of our province covered by forests, our forest tree 
reserves reach 70 million cubic meters, and our fruit production reach 2.5 
million tons. In the development of animal husbandry and aquaculture, we 
should pool the efforts of the state, the collective and the individual, con- 
tinue to do a good job in specialized production, and contracted operation, 
grasp animal feed production well, and establish a multipurpose service net- 
work. By 1990, we should strive to make our meat output reach 1 million tons, 
and the output of aquatic products 190,000 tons. 


2) We should vigorously develop town- and township-run enterprises to accel- 
erate the pace of economic development. The governments at all levels and 
relevant departments should consciously strengthen leadership over the 
development of town and township enterprises since it is a key link to 
vitalizing our province's economy. In accordance with the local natural 
resources and market demands and in line with the principle of "giving 
initiative assistance, making rational arrangement, giving correct guidance, 
and strengthening management," all localities should proceed from realities 

to give instructions, make good distribution of the town and township enter- 
prises, and make good efforts to readjust product mix. Farming areas on 
plains should concentrate on developing industry for processing farm and 
sideline products. The areas around Beijing, Tianjin, and the large and 
medium-sized cities of our province should concentrate on developing machinery 
and various kinds of service trades to serve large industrial enterprises. 
Mountainous areas should focus on developing building materials and mining 
industries. Highlands should focus on developing meat and leather processing 
industries. We should strengthen lateral cooperation, technological transfor- 
mation, and cultivation of technological personnel in order to upgrade the 
quality of enterprises. The total income of the town and township enterprises 
is planned to reach 35 billion to 40 billion yuan by 1990, doubling the figure 
of 1985. Greater progress should be made in the tertiary industry. 


3) We should enthusiastically facilitate a comprehensive development of 
mountainous and coastal areas and highlands while further developing the 
economy on plains. Sixty-six counties occupying two-thirds of the province's 
total areas belong to mountainous and coastal areas and highlands, and more 
than one-third of the province's total population are living in these places. 
With so many living things and rich mineral resources, these areas have done 
a good job in developing and using their resources. In particular, the 
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mountainous areas and highlands are still economically and culturally back- 
ward, and their people's living standards are rather low. Thus, during the 
Seventh 5-Year Plan period, we should firmly grasp the comprehensive develop- 
ment of "mountainous and coastal areas and highlands" in an effort to 
gradually change their backward situation. In developing these areas, we 

must persistently carry out the principle of giving instructions in accordance 
with different actual conditions; bring into full play the advantages of 
localities to develop commodity economy; pay equal attention to developing 
farming, breeding, processing, mining and building industries, transportation, 
commerce, and service trade; and pool the efforts of the state, the collectives, 
and the individuals. The mountainous areas should carry out comprehensive 
development of forestry, fruit, livestock, mining and grain production with a 
focus on developing transportation; enthusiastically popularize the technolo- 
gies suitable to their local conditions; vigorously develop forestry, fruit 
production and animal husbandry; and develop mining and building industries in 
accordance with local conditions. In accordance with the principle of 
establishing a chain-like coordination between scientific research, production, 
processing and marketing, we should grasp the precision processing of farm and 
sideline products. With regard to water and soil conservation, we should com- 
prehensively develop mountainous areas, sloping fields, rivers, and beaches. 
The coastal areas should rationally develop and use the resources of rivers 
and beaches, and take the path of breeding high-yield quality aquatic products 
with a focus on breeding aquatic products such as fish and shrimps. We 

should grasp the comprehensive development of agriculture, animal husbandry, 
Sideline occupation, and fishery, and the coordinated construction of produc- 
tion, storage, transportation, and marketing. We should make efforts to 
enthusiastically develop salt industry and tourism, and to build the coastal 
areas into salt industrial and aquatic products bases. Taking into considera- 
tion the forestry, grass, livestock and agricultural development with a focus 
on animal husbandry, we should enthusiastically develop man-made pastures and 
enclosed pastures, build shelter belts around grasslands, and strive to up- 
grade the livestock farms, ability to raise animals’ so as to gradually build 
the highlands into the bases for producing livestock products. The areas that 
are seriously degenerated into sandy or salinized lands should be given con- 
ditions for rehabilitation in an effort to restore their ecological balance. 
Through further implementing the policies and relaxing the policy restraints, 
we should give the people in the mountainous and coastal areas and highlands 
more self-management power in production and operation; and help these areas 
vitalize their inner potential. We should adopt various forms and open up 
various channels for collecting funds for development. While mobilizing the 
masses to collect funds, the financial departments at all levels and banks 
should give necessary assistance. The province, prefectures, cities and coun- 
ties should set up special foundations for the development of these areas. 

All special funds should be allocated to counties in a step-by-step manner. 
The counties should make a unified plan to rationally use these funds and 
arrange the funds in the order of importance and urgency. We should streng- 
then the construction of infrastructures such as water and electricity 

supply projects ‘and roads, do a good job in intellectual development, and 
Organize and send scientific and technological personnel to mountainous and 
coastal areas and highlands. We should conscientiously implement the specific 
policies of the provincial government on developing the mountainous and 
coastal areas and highlands in order to accelerate the pace of the development 
of these areas. 
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The Heilonggang area should proceed from local reality in readjusting its 
production setup continuously, further improve grain and oil-bearing crop 
production, emphasize the construction of cotton production bases, and greatly 
expand forestry, fruit production, animal husbandry, and processing of farm 
and sideline products. It should strengthen farmland improvement projects, 
tackle drought, waterlogging, and alkaline land in a comprehensive manner, 
strive to change the outlook characterized by frequent disasters and low 
yields, and accelerate economic development. 


Support-the-poor and disaster relief work should be carried out conscientiously. 
The provincial, and the various prefectural, city and county governments 
should formulate plans and institute the responsibility system to help poor 
households get rid of poverty and achieve affluence. They should particu- 
larly support the poor in poverty-stricken areas of minority nationalities, 
and render active support to their economic, and cultural development. 


4) We should give priority to the development of light and textile industries, 
and strive to increase consumer goods production. Light and textile indus- 
tries constitute a great advantage in our economic development. A great 
development in light and textile industries is an important measure to ease 
the contradiction between market supply and demand, and to bring about an 
economic leap in our province. During the Seventh 5-Year Plan period, we 
should focus on textile, food, animal teed, ceramic and medical industries, 
and strive to increase the production of cotton textiles, woolen textiles, 
printing and dyeing materials, household electric appliances, animal feed, 
garments, daily ceramics, paper, leather and other daily consumer goods, 
medical goods, and minor commodities. In the coming 5 years, while reducing 
the local investment in capital construction, we plan to make an investment 

of 2.91 billion yuan in the capital construction and technical transformation 
of light and textile industries. This figure shows a nearly 100-percent in- 
crease over that of the Sixth 5-Year Plan period. In the textile industry, 

we should emphasize the technical transformation of the export-oriented 
enterprises of the two major textile bases in Shijiazhuang and Handan Cities 
in order for them to produce more varied, serialized, and high-grade products. 
While continuing to develop the production of pure cotton products, and 
actively expand the production of chemical fibers, we should make efforts to 
increase the output of woolen and silk fabrics. The province plans to raise 
its cotton yarn output to 260,000 tons, its cotton cloth output to 1.15 billion 
meters, and its chemical fiber output to 30,000 tons by 1990. In the food 
industry, we plan to renovate and expand 10 soft drink plants, 6 beer brewer- 
ies, and 4 backbone canned food enterprises, and double the output value in 

5 years. Animal feed, ceramic, and medical industries should also be acceler- 
ated. All light industrial enterprises should pay attention to the development 
of new products, carry out processing more intensively, and expedite the 
upgrading and updating of products. Meanwhile, production enterprises should 
sign contracts with raw material production units for direct supply of 
materials, or for cooperative operation in order to establish stable raw 
material bases. By 1990, the output value of light industry in the entire 
industry should be raised to more than 50 percent. 
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5) We should bring the investment in fixed assets under control, and readjust 
investment pattern to strengthen key projects in energy, transportation, raw 
material, and telecommunications fields. According to the arrangements of 

the central authorities of dividing the Seventh 5-Year Plan into two steps, 

the scale of the investment in fixed assets should be brought under control, 
and a basic balance between the general social supply and demand should be 
realized in the first 2 years. The investment in the entire Seventh 5-Year 
Plan period should also be kept down to a scale commensurate with the capacity 
of the province. Over-extended investment scale will lead to an imbalance 
among the major sectors of the economy, and will delay the progress of moderni- 
zation. In order to fix an appropriated investment scale, and increase the 
strength for future economic construction, we should further reform and 

improve the capital construction management system, and establish and perfect 
the social fixed asset management system during the Seventh 5-Year Plan 

period. With regard to new capital construction projects, we should make good 
early-stage preparations, and report to higher authorities and obstain 
approvals in strict accordance with procedures. Construction of key projects 
should be meticulously organized and carried out in line with the proper 
schedule, and its quality should be guaranteed, and cost lowered so that the 
investment can yield better returns. Except for the construction of middle 
and primary schools, kindergartens, and teachers training schools whose invest- 
ment is provided by stand-by financial resources of the local enterprises and 
by the extra-budgetary funds, all the investments in the state-owned fixed 
assets should be incorporated into the scale of capital construction invest- 
ment. The capital construction loans issued by banks must be incorporated into 
the capital construction plan. We should strengthen the management over and 

the guidance of the investments by the collectives and individuals in the ur- 
ban and rural areas. At the same time, we should readjust the structure of the 
fixed assets, clear up the ongoing construction projects, and ensure the con- 
struction of key projects. We should truly spend the funds for technological 
transformation and renovation on the technological transformation projects of 
enterprises in order to promote the technological progress. 


During the Seventh 5-Year Plan, the arrangements for the energy, transporta- 

tion, raw materials, and communications projects are as follows: 1) We should 

continue to implement the principle of paying equal attention to development “EN 
and economizing, give prominence to the construction of the power industry, , 
and strive to increase the coal production. At the same time, we should 

strengthen the geological prospecting work, increase the reserve natural resour- 

ces, and improve the ability to continue the construction. During the 

Seventh 5-Year Plan period, we plan to newly build the Shalingzi, Shangang, 

and Qinhuangdao Power Plants, and expand the Douhe, Tangshan, Shijiazhuang, 

Xingtai, Handan, and three other power plants as well as the energy-reserve 

power station of the Panjiakou reservoir. We plan to grasp the construction, 

continuation, and expansion of the 1l pairs of coal pits run by the collieries 

whose products are distributed under the unified state plan, attend to the 

construction of the 33 locally run coal pits, and complete the renovation of 

700 small collieries run by towns and townships. We also plan to grasp the 

utilization and popularization of new energy resources in line with the prin- 

ciple of “suiting measures to liocal conditions, making up for the deficiency 

with sufficiency, comprehensively utilizing energy resources, and stressing 

on practical results.” 2) While ensuring the construction of Daqin railway, 








a key state project, the localities should give prominence to developing 
highway transportation, and should accordingly develop local railways and 
water and air transportation. Construction of highways should spread toward 
outside places with the focus on improving and linking up the existing roads, 
and improving the technological situation and passing ability of key highways. 
We should strive to let highways and railways share the transportation task, 
and should attend to the construction of key tourist highways. Efforts should 
be made to open highways and railways in mountainous, coastal, and upland 
areas. We xshould strengthen the management of the local railways, renovate 
the existing railways, tap the potential of transportation lines, and give 
prominence to the building of the local railways in Weixian County. We 

should complete the construction of the Cangzhou Dakouhe local small harbor, 
and should make good preparations for the first stage of the Wangtan Harbor, 
the Tanggushuixian Harbor, which are newly built, and the Dakouhe Harbor, 
which is under expansion. 3) We should vigorously develop the metallurgical 
industry, the building materials industry, and the production of the basic 
chemical industrial raw materials, should pay attention to readjusting product 
mix, and should enhance the depth of the processing industry. We should 
emphatically grasp the expansion and renovation of the Tangshan, Xuanhua, 
Handan, and Chengde Iron and Steel Plants, should pay attention to the tech- 
nical transformations of the Handan and Qixin Cement Plants, and the second 
broaching project fer la gong cheng 0059 2139 1562 4453) of the 

Qinhuangdao Glass Fiber Plant, should complete the project of the Qinhuangdao 
float glass production line, should successfully draw and digest the equipment 
imported by the Jidong Cement Plant, should actively develop new glass 
products and building ceramic products, and should expand the production 
capacity and the foreign exchange earning capacity. Meanwhile, we should 
grasp the construction of the Tangshan Soda Ash Plant, and the Qinhuangdao 
Phosphate and Ammonium Plant, and the renovation of the Cangzhou and Xuanhua 
Chemical Fertilizer Plants. 4) We should expand the local calling and 
long-distance calling capacity of the urban areas, strengthen the construction 
of the modernized communications means, and improve the communications situa- 
tion of Shijiazhuang and the coastal open cities. In towns and townships, we 
should gradually form a multichannel and multilayered postal and telecommuni- 
cations network under which the key and branch lines are linked with each 
other. 


The machinery and electronics industries constitute the outfit department of 
the national economy. During the Seventh 5-Year Plan period, we should read- 
just and organize various kinds of integrations with the focus on the key 
enterprises and the key products. Through the import of advanced technolo- 


gies, we should promote the development and application of the organic inte- 
gration of the micro-electronics technologies and the machinery electronic 
technologies, should accelerate the pace of the self-renovation of technolo- 


gies, and should accelerate the upgrading and updating of products. We should 
gradually attain the goal of producing products according to the international 
standards. 

6) We should vigorously develop scientific, technological, and educational 
undertakings, speed up intellectual development, and promote technological 
progress. in order to greet the challenge of the new technological revolution, 
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we should further implement the policy that economic construction must depend 
on technological progress and that scientific and technological work must 
cater to the needs of economic construction, and should consider scientific 
and technological progress as one of our important strategic plans. During 
the Seventh 5-Year Plan period, the scientific and technological sector 
should attend to the three fields of work centering on the development of 
major trades, competitive products, "mountainous coastal, and plateau areas,” 
and township enterprises and the establishment of commodity producing bases: 
First, we should vigorously implement the "spark plan" which mainly serves 
township enterprises and stresses the development and application of technolo- 
gical projects which require a short construction period and yield quick re- 
sults. Second, on the basis of breeding major crops, fruit trees, livestock, 
poultry, and good strains, we should comprehensively develop major areas and 
carry out scientific and technological research in foodstuffs, animal feed, 
building materials, textile, medicines, microcomputer application, and biologi- 
cal engineering, organize scientific, and technical forces to tackle technical 
problems, and to solve key problems in the course of production and construc- 
tion. Third, we should extensively promote and apply effective scientific and 
technological findings that yield quick results. During the Seventh 5-Year 
Plan period, we should carry out 31 key joint research projects and popularize 
100 key scientific and technological findings and new technologies. Further- 
more, we should strengthen seismological research and raise the level of 
prediction and forecast. In order to speed up scientific and technological 
development, we should conscientiously reform the scientific and technological 
system and the method of allocation of funds, expand the decision-making 
power of scientific research units, implement the system of the research 
institute directors assuming full responsibility, the system of signing 
technological contracts with foreign countries, and the contract responsibility 
system in carrying out technical projects, open up new sources of funds for 
scientific and technological projects through various channels, and gradually 
set up scientific and technological development funds as well as award funds 
so that scientific research units will have vitality in making progress 
through self-reliance and in serving economic construction. We should develop 
technological markets and speed up the commercialization of scientific and 
technological findings. We should also establish and improve socialized 
scientific and technological service organizations at all levels in counties, 
townships, villages, and communities, improve the technological development 
Organs of enterprises, promote lateral cooperation among universities, 
colleges, research units, and production units, and form new scientific re- 
search and production associations. Technical personnel who have scored 

great scientific research achievements should be given handsome awards. Mean- 
while, we should do a good job in popularizing scientific research findings, 
in digesting and absorbing import technology and in blazing new trails, 
rapidly change scientific and technological findings into productive forces, 
and raise the province's science and technology to a new level. 


The social sciences sector should apply the basic Marxist theories, strive 
to explore objective laws from all fields in the course of building 
socialism, deeply explore and study major theoretical and practical problems 
focusing on Hebei Province's economic development strategy, system reform, 
production and construction, and produce a number of research findings of a 
fairly good quality. 
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Education is a foundation for promoting scientific and technological progress 
and for realizing the four modernizations. Paying great attention to educa- 
tion is our firm and long-term strategy. During the Seventh 5-Year Plan 
period, we should further balance the internal and external relations in the 
educational sector in line with the demands of "serving the modernization pro- 
gram, the world, and the future," define a rational scope and structure, 

and gradually form an educational system that meets the needs of the "four 
modernizations" construction program. In the Seventh 5-Year Plan, we should 
prominenily stress the popularization of the 9-year compulsory educational 
system. Economic and cultural development has been uneven in various locali- 
ties, therefore, we should adhere to the principle of seeking truth from 

facts and suiting measures to local conditions while conducting the 9-year 
compulsory education. We should not seek uniformity and deviate from reality 
in order to pursue high targets. We should carry out specific measures for 
giving instructions in accordance with different actual conditions. While 
consolidating and popularizing primary school education, the areas with 

better economic foundations should ensure an accomplishment of the work of 
making middle school education universai. The areas with ordinary economic 
conditions should concentrate the first 2 years of the Seventh 5-Year Plan 
period on popularizing primary school education, and then base on the achieve- 
ments in popularizing primary school education to create conditions for 

making middle school education universal. Remote mountainous areas, highlands, 
and the areas with poor economic conditions should strive to basically make 
the primary school education universal in 3 years and beyond. All prefec- 
tures, cities, and countries and even townships should persistently proceed 
from actual conditions to work out fighting targets for making primary school 
education universal, and then carry them out in a step-by-step manner. 


We should conscientiously grasp the work of wiping out illiteracy; and develop 
preschool education and the education especially for disabled people and re- 
tarded children. We should continue to carry out the reform of secondary 
educational structure; vigorously develop vocational and technical education, 
adopt various ways to run full-time vocational middle schools, agricultural 
middle schools, technical schools, and schools for staff members and workers; 
and strive to change the unitary situation of ordinary education. We must 
make great efforts to develop teachers training education since it is a basis 
for cultivating talented personnel. We must pay special attention to 
developing the county-level teachers training schools and advanced schools for 
teachers. We should focus the development of ordinary higher education on 
tapping the potential of existing institutions of higher learning, expanding 
the quotas for enrollment, and upgrading their educational quality. At the 
same time, we should further readjust the proportions between different 
categories of courses and between various specialized courses, and speed up 
the development of the branches of learning which we are short of, which we 
have not had, and which we are weak in. With regard to the development of 
adult education, we should strengthen the training courses for in-service 
workers through radio, television, correspondence, and press in order to up- 
grade the educational level of the vast number of cadres, workers, and 
peasants. 








We should strive to improve public health and sports work. Through imple- 
menting the principle of "focu we should 

strengthen the prevention and cure of infectious and endemic diseases, and 

pay attention to preventing and curing the patients suffering from hyper- 
tension, apoplexy, and malignant tumors. The medical and public health depart- 
ments at the provincial, prefectural, and city levels should give professional 
training and guidance to the rural medical units below the county level, 
organize key medical workers to make a circuit of different areas to give 
treatment. We should continue to set up and consolidate various kinds of 
medical cooperative associations. By making the most of the province's advan- 
tages, we should strive to develop traditional Chinese medical science and 

the production of traditional Chinese medicines. We should strengthen 
environmental protection work; strictly implement the "law on environmental 
protection" and the provincial regulations on environmental protection, and 
strive to improve the environmental sanitation of the urban and rural areas. 

We should unswervingly carry out the planned parenthood work; and continue to 
advocate the one-couple and one-child practice, to control a second birth, 

and to resolutely stop multibirths in an effort to continue keeping under con- 
trol our province's natural population growth rate. We should strive to promote 
a scientific and socialized sports work, widely launch mass sports 

activities, upgrade the sports technical levels, bravely scale new heights 

in sports, and ceaselessly improve the people's physical and health conditions. 


7) We should strengthen financial and banking management and the management 
of tax revenue in order to increase the revenue. 


Finance is an issue relating to the whole situation as well as an important 
condition and guarantee for the economic development and the realization of 
the Seventh 5-Year Plan. During the Seventh 5-Year Plan period, we should con- 
tinue to reform the financial and tax systems; study ways for making, 
collecting, and using money in the new situation; and make efforts to make 
financial departments become management and operation departments in a step-by- 
step manner. The financial departments should vigorously support the develop- 
ment of commodity production and focus on upgrading the economic results to 
flexibly use funds and open up financial resources. We should further 
strengthen tax revenue, firmly grasp the basic work for the management of 

tax revenue, stop all loopholes and upgrade the level of tax collection and 
management work. We should conscientiously strengthen financial construction 
and do a good job in increasing revenue and reducing expenditure. We should 
Study and work out correct financial policies and reasonable regulations on 
financial affairs in order to bring into fuil play the role of the financial 
and tax revenue departments as an economic lever. We should reduce nonproduc- 
tive expenses and administrative funds. Budgetary funds should be properly 
managed, and both budgetary and extra-budgetary funds should be planned and 
used in an all-round manner. Finance, tax, and auditing departments should 
fully perform their supervisory functions to ensure efficiency in fund utili- 
zation, and strict enforcement of financial and economic discipline. We 

should continue the work to help the counties relying un subsidies change such 
a situation. Such counties should develop production vigorously, expand 
circulation, and do a good job in increasing revenues and cutting expenditures. 
We should formulate special policies, and provide necessary money and materials 
to help them change the situation of relying on subsidies as soon as possible. 











Banks at all levels should actively increase savings deposits, tap potential 
in funds, do a good job in the movement of capital, strengthen guidance to 
and regulation of the macroeconomy, and raise the benefit from fund utiliza- 
tion. 


8) We should expand foreign trade, and strive to enhance our ability for 
earning foreign exchange through export. Faced with a new situation of 
further opening to the outside world, we should continue to expand foreiga 
economic and technological exchanges, and strive to enhance our ability for 
earning foreign exchange through export during the Seventh 5-Year Plan 

period. We should vigorously organize the supply of commodities for export, 
and, in line with the principle of "allowing those who create foreign ex- 
change to be benefited," adopt the method of allowing goods supplying units 

to share a certain amount of the foreign exchange they create so as to encour- 
age them to export more and earn more foreign exchange. Based on the actual 
conditions of our province, we should give prominence to our priorities, make 
a success of the production and export of highly competitive and staple goods, 
strengthen the planning and construction of export commodity production 

bases and specialized plants, and gradually establish an export-oriented 
production system. We should further open up new international markets while 
continuously consolidating and expanding the original markets. This year, we 
should continue to make the international economic and technological coopera- 
tion and export trade meetings successful. We should greatly develop tourism, 
improve the two tourist areas of Chengde and Qinhuangdao, and the two tourist 
spots of the Qingdong tomb and the Xi tomb on a priority basis, gradually 


establish a tourist network with the characteristics and styles of our province, 


make our province more attractive to tourists, and increase our nontrade 
foreign exchange earnings. We should fully tap the potential for exporting 
labor service, and undertaking contracted projects abroad, ana enhance our 
ability for earning more foreign exchange through the export of labor service. 
We should rationalize our import pattern to give pwriagity to the software, 
advanced technologies, and key equipment commensurate with our economic 
development level. We should utilize more foreign funds, and use them 
emphatically in light and textile industries, energy, communications, and raw 
material industries, and the technical transformation and equipment renewal 
of the existing enterprises, and successfully combine foreign fund utilization 
with technology import, and technical transformation. We should also 
strengthen control over the projects to be imported, and the planned manage- 
ment of foreign fund utilization to avoid blind acts. As the only open 
coastal city oi our province, Qinhuangdao City should enhance its role as a 
window to the opening to the outside world, intensify the construction of the 
economic development zone, score greater achievements in foreign economic 

and technological cooperation, and become a gateway of our province's 

foreign trade. 


Fellow deputies! 


The goals of the Seventh 5-Year Plan are grand, and its tasks are arduous but 
we can realize them through hard work. It unfolds in front of the people 

an encouraging brilliant prospect. The People's Governments at all levels 
should conscientiously organize its implementation, and resolutely carry it 
out. 
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In order to ensure the successful fulfillment or the Seventh 5-Year Plan, 

we must grasp the two civilizations simultaneously. Economic work is the 
center of socialist modernization, and ideological and political work is the 
guarantee. Following economic enlivening, and opening to the outside world, 
the peorle have acquired much new knowledge and many new ideas which cor- 
respond to modern civilization. ‘‘owever, inevitably, something negative 

has been brought in, which if not conscientiously tackled, will hinder the 
smooth progress of reform and construction. Therefore, we should vigorously 
strengthen the ideological and political work, and should conduct ideological 
education among the large number of cadres on patriotism, collectivism, 
communism, and on the cultivation of lofty ideals, moral integrity, cultural 
accomplishments, and discipline through the methods of vigorously propagating 
and commending the model deeds of the advanced units and figures. In this 
way, we can help the large number of cadres foster lofty communist ideas, 
consciously observe social ethics and professional morality, enhance their 
spirit, and actively plunge into the practice of realizing the Seventh 5-Year 
Plan and into the socialist modernization drive. All levels of cultural, 
broadcasting, television, press and periodicals, and publishing departments 
should adhere to the orientation of serving socialism and the people, should 
give top priority to social benefits, should frequently go deep into the 
reality of life, should maintain close ties with the masses, should be brave 
in making innovations and blazing new trails, should create still more and 
better spiritual products for the people, should enrich the people's cultural 
life, should foster the people's lofty moral values and healthy aesthetic 
standards, and should encourage the people to enthusiastically dedicate them- 
selves to the touc modernizations. In line with the economic development, we 
should appropriately increase the investment in the capital construction of 
the cultural and art undertakings. We should attend to the management of the 
cultural undertakings, and pay attention to the economic efficiency on the 
premise of paying attention to social benefits. We should also encourage 

and support the literary and art workers to create still more literary and 
art works. We should continue to penetratingly conduct the "five-stresses, 
four-beauty, and three-ardent love" activity, and should eliminate "dirtiness, 
disorder, and poor service" in the urban areas in order to make the urban 
environment green, clean, and beautiful. We should attend to urban planning 
and construction. In particular, we should effect a great change in the public 
health and environment of the various counties around the province's capital 
and of the nine cities under the jurisdiction of the provincial authorities. 
We should strengthen the propagation and education on the legal system, should 
deal strict blows to serious economic crimes and criminal offenses, should 
strengthen the comprehensive administration over public security, and should 
foster the good atmosphere of supporting the healthy trend and checking the 
evil trend. We should promote the fundamental improvement in social conduct, 
and create still better social environment for reform and construction. 


To ensure the successful realization of the Seventh 5-Year Plan, government 
departments at all levels should vigorously grasp the implementation of this 
plan. They should be determined to rid themselves of the "excessive meetings 
and documents," should go deep into the reality of life to conduct investiga- 
tions and studies, should formulate feasible and effective measures in line 
with the fresh experiences created by the masses and with the local conditions 








to creatively implement the principles of the central authorities and achieve 
success in the work. It should be advocated that cadres at all levels, 
leading cadres in particular, tell the truth, do solid work, give considera- 
tion to the overall situation, stress on the unity and practical results, and 
compete for making contributions. Cadres should foster the idea that 
"leadership means service," should consciously accept the supervision from the 
large number of the masses, should resolutely resist the corrosive influence 
of using powers to seek personal gain, should be honest in performing their 
official duties, should observe discipline and laws, should work assiduously, 
and should serve the people wholeheartedly. 


Now we are in the period of great historical change. The province's Seventh 
5-Year Plan is a majestic blueprint of the four modernizations. We must unite 
as one under the leadership of the CPC Central Committee, the State Council, 
and the provincial CPC Committee, and depend on the people of all nationali- 
ties across the province to work hard in line with the spirit of the Foolish 
Old Man who removed the mountains in order to successfully accomplish the 
province's Seventh 5-Year Plan! 
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PROVINCIAL AFFAIRS 


HEI BOLI'S REPORT ON NINGXIA SEVENTH 5-YEAR PLAN 
HK221200 Yinchuan NINGXIA RIBAO in Chinese 3 May 86 pp 1-2, 3 


[Report on the Region's Seventh 5-Year Plan Delivered by Hei Boli, chairman 
of the Regional People's Government, at the Fourth Meeting of the Fifth 
People's Congress of Ningxia Hui Autonomous Region on 23 April 1986 -- 
"Carry Forward the Spirit of the Foolish Old Man Removing the Mountains 

and Strive for the Successful Fulfillment of the Seventh 5-Year Plan"] 


[Excerpts] Fellow deputies: 


On behalf of the autonomous regional people's government, I now submit a re- 
port on the Seventh 5-Year Plan for the Regional National Economic and Social 
Development for examination and approval by the present meeting. 


We began to draft the region's Seventh 5-Year Plan in early 1984. Over the 
past 2 years, the regional people's government has organized all prefectures, 
cities, counties, and the departments concerned in the autonomous region to 
penetratingly discuss the guiding idea, basic tasks, and major targets of the 
region's economic and social development in the Seventh 5-Year Plan period 

and to strive to make forecasts in keeping with the objective reality. We have 
also reported to the State Council's departments and commissions concerned on 
numerous occasions. At the regional planning meeting held last February, in 
line with the guideline of the "Proposal of the CPC Central Committee for 

the Seventh 5-Year Plan for National Economic and Social Development," the 
major targets set for our region by the National Planning Conference, and the 
practical conditions in Ningxia, we further studied and revised the draft 
Seventh 5-Year Plan. Now, a draft Seventh 5-Year Plan for our region has 

been worked out, and is now submitted to the meeting for deliberation and 
approval. Here, I will first report on the implementation of Sixth 5-Year 
Plan. Then I will make some necessary explanations of the guiding idea and 
basic tasks of the national economic and social development during the Seventh 
5-Year Plan period, as well as some relevant issues. 


I. Review of the Implementation of the Sixth 5-Year Plan 


Under the guidance of the correct line, principles, and policies of the CPC 
Central Committee and the State Council, with the vigorous support of the 
state departments concerned, under the leadership of the regional CPC 
committee, and with the arduous efforts of the people of all nationalities in 
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the whole region, we have fulfilled the Sixth 5-Year Plan for our region ahead 
of schedule and consolidated and developed a political situation marked by 
stability and unity. In 1985, the region's total industrial and agricultural 
output value was 3,297 million yuan, an increase of 52.3 percent over 1980 or 
an average annual increase of 8.8 percent; the region's national income was 
2,150 million yuan which, calculated in terms of comparable items, represented 
an increase of 57.9 percent over 1980 or an average annual increase of 9.6 per- 
cent. Unprecedentedly profound changes have taken place in our region's 
economic and social outlook. These changes are chiefly reflected in the 
following eight aspects: 


1. The Rural Economy Has Rapidly Developed in an All-Round Way and 
has Started to Switch from the Self-Sufficient and Semi-Self-Sufficient 
Pattern to the Commodity One 


In the Sixth 5-Year Plan period, our region successfully completed the first 
step of reform in the rural areas and successfully started the second step of 
reform. The thinking of the peasant masses was lively and their spiritual 
outlook took on an entirely new aspect. They broke through the narrow scope 
of traditional agriculture and embarked on the broad path of developing 
commodity production. The level of scientific farming and management has 

been extensively raised and bumper harvests have been reaped several years 
running. in 1985 total agricultural output value (including rural industries) 
was 1,112 million yuan, an increase of 55.3 percent over 1980 or an average 
annual increase of 9.2 percent. Grain output dropped in 1985 but we still 
managed to reap a good harvest. The grain output was 1,395,000 tons, an 
increase ot 15.9 percent over 1980. The output of oil-bearing crops was 
533,500 tons, an increase of 48.4 percent over 1980. As of 1983, we succeeded 
in changing the long-standing passive situation whereby we relied on the state- 
allocated grain to solve the food problem. 


We have rationally adjusted the rural production setup. The proportion ot 
agricultural output value in the entire rural production setup dropped from 
76.5 percent in 1980 to 72.5 percent in 1985 and that of industry, building 
industry, transport and communications industries, commerce, and catering 
industry rose from 23.5 percent to 27.5 percent. The proportion of agricul- 
ture in the setup of agriculture, forestry, animal husbandry, sideline occu- 
pations, and fisheries dropped from 78.3 percent to 73 percent, while that of 


forestry, animal husbandry, sideline occupations, and fisheries rose. Th 
proportion of industrial crops in the farming pattern notably rose. The 3- 


level gradual adjustments in the rural production setup have laid a foundation 
for the benign cycle of the rural economy in our region. 


In the Sixth 5-Year Plan period, the commodity rate of farm produce rose con- 
tinuously. In 1985, our region supplied 348,000 tons of commodity grain, an 
increase of 60.4 percent over 1980; 9,795 tons of edible oil, up 45 percent; 
4,450 tons of eggs, up 76.8 percent; 1,536 tons of aquatic products, up 430 
percent; and 1/7,/35 tons of apples, up 270 percent. The total purchase value 
of agricultural and sideline products was 460 million yua 
about 130 percent over 1980, 


» an increase of 








A breakthrough has been made in the development of township enterprises. In 
1985 there were 67,379 township-run, village-run, and individual enterprises, 
an increase of 1,000 percent over 1980; the number of employees increased to 
185,000 people, which accounted for 16 percent of the rural labor force or 
represented an increase of 270 percent over 1980; the output value increasec 
by 440 percent and the taxes delivered to the state increased at an average 
annual rate of 56.9 percent. In the 5-year period, the township enterprises 
spent 7.46 million yuan of their profits in subsidizing agriculture. The 
development of township enterprises has stimulated the adjustment of the rural 
production setup and the development of commodity production, instilled new 
vitality into the rural economy, and brought new hopes. 


What is particularly gratifying is that by energetically growing grass, 
planting trees, and adjusting the production setup the perennially poor 
mountain areas in the south have, in recent years, started to reverse the 

loss of the ecological balance and basically stopped ecological destruction. 

In these areas, vegetation is being restored and soil erosion has initially 
been brought under control. With the aid of the World Food Program, the Xiji 
shelter-forest project has been completed ahead of schedule following the 
afforestation of 1.4 million mu of land. The economy of the entire mountain 
areas has come to life. Animal husbandry has picked up, grain production has 
been good for 3 consecutive years, and the serious shortage of fuel, fertilizer, 
and feed has eased to some extent. In the Sixth 5-Year Plan period, in addi- 
tion to the Guhai and Tongxin pumping stations, we completed 36 drinking water 
projects, sank 400 deep wells, and dug 318 ponds and 123,000 water holes. With 
a total investment of 36.4 million yuan, we have solved the problem of 

drinking water for about 300,000 people, 90,000 large animals, and over 600,000 
sheep and goats. Some 80 percent of the peasants in the mountain areas have 
basically solved the problem of food and clothing and some peasant households 
have become well off. 


2. Industrial Production has Developed in a Steady and Coordinated Way and the 
Economic Results have Markedly Improved 


During the period of the Sixth 5-Year Plan, we readjusted the internal indus- 
trial structure, speeded up the development of light industry, expanded the 
service scope of heavy industry, and vigorously developed new products; we 
consolidated the enterprises and strengthened and improved enterprise manage- 
ment; and we expanded the decision-making power of the enterprises and 
instituted and improved various forms of the economic responsibility system 
within the enterprises, thus arousing the initiative of the workers and staff 
members for production and rapidly restoring and developing industrial produc- 
tion. We fulfilled 1 year ahead of schedule the target for total industrial 
output value laid down in the Sixth 5-Year Plan. Total industrial output 
value (excluding rural industries) reached 2,185 million yuan in 1985, an 
increase of 50.8 percent over 1980 or an average annual increase of 8.6 per- 
cent, exceeding the growth rate of 3.1 percent specified in the plan. We 
fulfilled or overfulfilled 31 of the assessment products listed in the Sixth 
3-Year Plan. The output of ferroalloy, electricity, tyres, raw coal, 

calcium carbide, paint, ephedrine, artificial boards, cement, plaster stone, 
industrial pumps, metal cutting lathes, transformers, walking tractors, 
internal-combustion engines, machine-made paper, paperboards, sugar, synthetic 
detergent, matches, and beer increased by considerable margins. 
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The pace of technological transformation in industry has been quickened. Over 
the past 5 years, we have invested 8/77 million in technological transformation 
projects and completed or commissioned 85 key transformation projects. The 
technological transformation has increased output value by more than 335 million 
yuan, accounting for 42 percent of the newly increased output value; increased 
profits or taxes by about 87.85 million yuan, accounting for more than 50 
percent of the newly increased profit or tax amount. Many old mines have 
completed the technological transformation or coordinated projects with the 
extension and deepening of mines as the main target. Because they attached 
importance to technological transformation and stimulated technological 
progress, 20-plus enterprises, including the Xibei Coal Machine Plant. 
Changcheng Machine Tool Plant, Dahe Machine Tool Plant, Xibei Bearing Plant, 
Wuzhong Instrument and Meter Plant, Wuzhong Timber Machinery Plant, and Yinhe 
Instrument and Meter Plant, turned out many new products during the Sixth 5-Year 
Plan period, such as the numerical control machine tools, processing equip- 
ment, automatic regulating valves, a new type of metal testing machine, 
Helanshan brand extra-large cylindrical roller bearings and single-file coni- 
cal roller bearings, scraper conveyors, and explosion-proof electric machines. 


Industrial production is advancing along the track of stressing better 
economic results. In the Sixth 5-Year Plan period, the quality indexes of 9 
of the 12 listed key assessment products were improved or raised, accounting 
for 75 percent of the total. By the end of 1985, a total of 128 quality 
products had been chosen throughout the region. Of these, seven were awarded 
gold or silver medals by the state and 28 were presented with high-quality 
certificates by the ministries concerned. In 1985 the region's rate of high- 
quality products rose to 13.29 percent. The number of enterprises operating 
at a loss dropped from 66 in 1980 to 15 in 1985. None of the coal, machinery, 
building material, and medical enterprises are now operating at a loss. Che 
profit rates for every 100 yuan's worth of fixed assets and for every 100 
yuan's worth of output value of industrial enterprises have improved and the 
turnover of circulating capital has increased. In 1985 the profits or taxes 
of the local budgetary state-owned industrial enterprises increased by 66.4 
percent over 1980, an average annual increase of 10.7 percent. 


New successes have also been scored in transport and communications and in 
post and telecommunications. In 1985 the turnovers of railway freight and 
passengers respectively increased by 20.7 and 63.7 percent over 1980 and the 
turnover of highway passengers by 125 percent. The collective and individual 
transport undertakings in the urban and rural areas also developed fairly 
rapidly. They have played a positive role in speeding up the circulation of 
goods and materials. In particular, the scheduled flights between Yinchuan, 
Xian, and Beijing opened last year have facilitated exchanges between our 
region and other parts of the country. In 1985 the region's total business 
volume of post and telecommunications reached 10.87 million yuan, an increase 
of 100 percent over 1980. 


3. We Have Fulfilled the Plan for Capital Construction and Further 
Strengthened the Material and Technological Foundation for National Economi« 
Development 
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In the Sixth 5-Year Plan period, investments in the fixed assets of state 
enterprises reached 3.09 billion yuan. Of this, investments in capital con- 
struction were 2.05 billion yuan, investments in technological transformation 
were 1.04 billion yuan; investments in newly increased fixed assets were 

1.42 billion yuan. More than 3,000 projects, including 19 big and mediun- 
sized ones, were completed and commissioned. In the 5-year period, the 
installed generated capacity increased by 100,000 kilowatts, coal mining by 
529,000 tons, chemical fertilizer by 13,180 tons, and cement by 467,000 tons. 
We have built or repaired 400-plus km of highways, erected 325 km of power 
transmission lines of more than 110,000 volts, increased 6,000 wool spinning 
spindles, and expanded the irrigated area by 480,000 mu. A number cf indus- 
trial projects, such as the Yinchuan No. 2 Woolen Mill, Yinchuan Woolen Strip 
Mill, Yinchuan Polyester Plant, Pingluo Sugar Refinery, Ruqigou Coal Mine, 
and the extension project of Gingtongxia Cement Plant, have been completed and 
commissioned. They have begun to yield results. The Guhai pumping station, 
which has basically been completed, is irrigating nearly 200,000 m: of land. 
The completion and commissioning of the Ningxia-Gansu power network project 
have put to an end a long-standing situation marked by the solitary operation 
of the region's power network. The No. 1 generator at the Dawukou Power Plant, 
with a capacity of 100,000 kilowatts, has gone into operation. The construc- 
tion of the Ningxia Chemica] Plant, a key project using foreign technology, 
officially started in May 1985. The construction of a number of key capital 
construction projects and technological transformation projects is in full 
swing. Our successes in capital construction and technological transformation 
during the period of the Sixth 5-Year Plan have not only stimulated the sus- 
tained and steady development of our region's economy at a relatively high 
speed but also provided the strength needed for economic development in the 
Seventh 5-Year Plan period and the 1990's. 





4. The Financial Situation Has Further Improved; Bank Credit and Insurance 
Undertakings Have Registered New Developments 


In the Sixth 5-Year Plan period, our region energetically conducted reform 

of the financial and taxation structures, opened up all financial resources, 
tried by every possible means to raise funds, adjusted the financial distribu- 
tion structure, made rational arrangements for financial expenditures, 
tightened capital control, and thus further improved the financial situation. 
In 1985 the local revenues were 290 million yuan, an increase of 42.8 percent 
over 1980 or an average annual increase of 7.4 percent. Over the past 5 
years, we have received 960 million yuan in local revenues, overfulfilling 

the quota laid down in the Sixth 5-Year Plan 1 year ahead of schedule. 


By encouraging various kinds of deposits, opening up the financial resources, 
and raising, and promoting the flow of capital, the People's Banks at all 
levels and all the specialized banks managed to maintain a favorable balance 
of 1.85 billion yuan of various deposits at the end of 1985, an increase of 
177 percent over 1980. The balance of various credits was 2.17 billion yuan, 
an increase of 160 percent over 1980. The growth and extensive use of credits 
have played an important role in promoting the development of industrial and 
agricultural production and the circulation of commodities. 


59 











The people's insurance undertakings have played a positive role in fighting 
natural disasters, providing disaster relief, supporting production, and 
protecting the lives and property of the people. 


5. By Adhering to the Policy of Opening Up in Construction and Smashing 
the Closed Economic Pattern, We Have Attained Initial Results in Introducing 
Investment from Abroad and Establishing Lateral Ties at Home 


In the Sixth 5-Year Plan peiiod, we energetically launched economic and 
technological cooperation with fraternal provinces, municipalities and 
autonomous regions. We have signed 1,009 economic and technological coopera- 
tion contracts with 21 provinces, municipalities and autonomous regions, and 

a dozen or so universities, colleges, and scientific research institutes. 

Of the 107 letters of intent on joint investment and construction, which pro- 
vide for the lateral flows of capital through such methods as cooperative 
ventures and compensation trade, we have allocated, or started to use, coopera- 
tive funds amounting to 102.28 million yuan in the construction, extension, 

or transformation of 15 enterprises. Of the 902 technological cooperation 
contracts, 630 have been implemented or fulfilled. Introducing advanced tech- 
nologies, techniques, equipment, and managerial skills from other provinces 

and regions in light of the local conditions has played an important role in 
urging the enterprises in our region to make the most of their existing poten- 
tial, to carry out technological transformation, to make technological advances, 
to improve product quality, and to increase their ability to compete. Through 
cooperation we have also sec up a number of township enterprises, which 
stimulate the development of the rural commodity economy and the readjustment 
of production setup in our region. Meanwhile, we have also employed over 300 
middle school teachers and over 500 engineering and technical personnel from 
other provinces and regions to teach or to pass on their skills and experiences 
in our region. The fraternal provinces and regions have also trained for our 
region a large number of college graduates, teachers, and medical workers. 
Moreover, through cooperation we have delivered from or to our region various 
kinds of materials worth more than 80 million yuan in the past 2 years. This 
has helped adjust our deficiency and surplus and supported our production and 
construction. 


In line with the principle of "supporting the development of the mountain 

areas with that of the plain areas and encouraging them to support each other" 
laid down by the regional CPC committee, we have vigorously developed lateral 
economic combination and technological cooperation between cities and counties 
and have achieved notable results. In the meantime, lateral combinations among 
large and medium-sized key enterprises, scientific research units, and small 
enterprises have been more frequent, extensive, and diversified. According 

to incomplete statistics, 21 large and medium-sized key enterprises have 
embarked on the road of spreading their products and doubling their output. 

In an effort to develop themselves, many enterprises have adopted the method 

of close or loose combination among themselves or with scientific research 
units. By making the best possible use of one's favorable conditions and pro- 
moting simultaneous deveiopment, we can expect the embryonic forms of various 
new economic combinations to take shape in our region, which will stimulate the 
rationalization of our economic structure. 
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In the Sixth 5-Year Plan period, considerable achievements were attained 

in foreign trade. We have so far established trade relations with 50-plus 
countries and regions and conducted our own import and export business. ver 
the past 5 years, we have earned $75 million in foreign exchange through 
direct export. In 1985 the foreign trade departments and enterprises and the 
production enterprises worked in close coordination, tried by every possible 
means to readjust the commodity structure, changed the methods of operation, 
and energetically opened up new international sales markets. In spite of 
export commodity shortages, they managed to earn $31.53 million in foreign 
exchange through export, topping all previous records and increasing by 
nearly 600 percent over 1980. The number of export commodities has exceeded 
100. The export of high-quality anthracite has increased considerably. In 
1985 our region exported 195,000 tons of anthracite and earned $15.59 million 
in foreign exchange. The proportion of industrial and mining products in the 
export commodities was more than 70 percent, thus changing the previous 
situation whereby we chiefly exported farm, sideline, special, and native 
products. 


We have initially opened up a situation in introducing foreign capital and 


technology and developing international economic and technological cooperation. 
In line with the special features of the nationalities in our region, a 

Ningxia Muslim goodwill mission has made a successful visit to six Middle East 
countries. We have sponsored various activities, such as holding an inter- 
national economic and technological cooperation symposium. We have stepped 

up friendly exchanges between our region and the Arab countries and increased 


our mutual understanding, thus laying a foundation and opening up new channels 
for the development of economic and trade cooperation and o- cultural and 
technological exchanges. During the Sixth 5-Year Plan period, we signed 
contracts for the imports of 59 technological projects worth $37./ million. 

We also signed contracts on the use of foreign capital and on compensation 
trade totaling more than $12 million. By importing the world advanced tech- 
nologies of the late 1970's and early 1980's we have not only developed a num- 
ber of new products but also transformed a number of outdated enterprises, 
thus notably improving the technological level and the economic results. 


In the Sixth 5-Year Plan period, new achievements were also attained in 
foreign affairs, tourism, and overseas Chinese affairs. 


6. New Achievements have been Attained in Education, Science and 
Technology, and Culture 





In the Sixth 5-Year Plan period, educational expenses increased at an average 
annual rate of 16 percent. The proportion of educational expenses in the 
region's total expenditures was higher than the average national level. Th: 
number of universities and colleges has increased from four to seven and the 
number of students has increased by 48.2 percent over 1980. Over the past 5 
years, we have trained over 5,900 professionals of all kinds. There are now 
436 middle schools and the number of middle school students has increased 

6.3 percent over 1980. New headway has been made in making primary education 
universal. There are now 4,359 primary schools throughout the region and thi 
number of pupils has increased by 12.1 percent over 1980. Primary educatior 
has been made universal in Zhongwei and Helan counties. Nationality educat! 
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has been gradually stressed and the proportion of pupils of minority 
nationalities in various levels and types of schools has increased considerably. 
The structure of secondary education has been initially adjusted. There 

are now 29 vocational and technical schools offering 48 specialties to more 
than 10,000 students. They have provided our society with a number of laborers 
with both education and skills. Notable achievements have also been attained 
in the education of workers and staff members and of peasants. 


We have made gratifying headway in science and technology. Our science and 
technology work is geared to the needs of economic construction and is 

oriented toward popular application, technological introduction, and new 

fields of study. We have conducted investigation of natural resources and 
designation of agricultural zones, popularized the cultivation techniques 

of high- and steady-yield wheat and rice on large areas, energetically improved 
grass growing and tree planting in the mountain areas in the south, studied 

the exploitation and use of various resources, such as coal and gypsum, and 
concentrate our forces on tackling major technological problems in combination 
with production and construction. In the Sixth 5-Year Plan period, 300~-plus 
scientific and technological inventions were given awards by the autonomous 
region and four were awarded national-level prizes for scientific and 
technological progress. Applications have been submitted for the patent rights 
of a number of inventions. More than 80 percent of the scientific and 
technological inventions have been applied and popularized. They have begun 
yielding economic results. 

7. With Brisk Buying and Selling, the Market is Prosperous and the Living 
Standards of the Urban and Rural Population Have Universally Improved 


In the Sixth 5-Year Plan period, a commodity circulation structure with open 
urban and rural markets, multiple channels, and fewer links began to take 

shape in our region. This has stimulated commercial development and market 
prosperity. In 1985, there were more than 34,000 state, collective, and 
individual shops, an increase of more than 500 percent over 1980; and total 
volume of retail sales was 1.53 billion yuan, up by 90.5 percent. There are 
170-plus trading centers in the urban and rural areas. With a total turnover 
increasing by more than 300 percent over 1980, they have played a positive role. 


m the basis of increased production, the living standards of the urban and 
rural population have notably improved. According to a sample survey, the 
annual per-capita outlays of urban residents on personal living expenses were 
673 yuan in 1985, an increase of 53.5 percent over 1980 or, after allowing 
for price increases, an average annual increase of 5.1 percent; the annual 
per-capita net income of the peasants was 326 yuan, up by 86.1 percent over 
1980 or, after allowing for price increases, an average annual increase of 10 
percent. 


The balance of savings deposits by urban and rural population was 800 million 


fuan, an increase of 369 percent over 1980, the consumption level of the people 
has notably risen and the number of households owning durable consumer goods 
has notably increased. The housing conditions of the urban and rural popula- 


tion have improved considerably. 











8. Reform of the Economic Structure has Developed in a Sound Way and 
the Economic Field has been Brimming with Vitality 


In the Sixth 5-Year Plan period, in line with the plans of thw CPC Central 
Committee and the State Council and by relying on the enthusiasm and creative 
spirit of the vast numbers of cadres and people, we energetically and cau- 
tiously pushed forward the reform of the economic structure. On the premise 
of adherence to the socialist system of collective ownership, we instituted, 
in the rural areas and in an all-round way, a series of reform measures based 
on the system of contracted responsibility on the household basis, with 
remuneration linked to output, and adjusted the relations of production in 
the rural areas. This has greatly aroused the initiative of the peasants 

for socialism and brought an unprecedented scene of prosperity to the rural 
economy. 


Fellow Deputies, 


While summing up the success of our region in economic and social development, 
we should soberly note the numerous difficulties and problems in our path. 
There are also certain shortcomings and errors in our work. The level of 
economic development in our region is still fairly low, our agricultural 
foundation is still quite weak, our ecological and production conditions are 
still relatively poor, particularly in the mountain areas in the south, and 
the living standards of a number of people is still quite low. There is 

still an apparent gap between the economic results of our enterprises and 
those of the nation as a whole in the fields of production, construction, and 
circulation. We have not been able to turn many of our advantages in natural 
resources into economic advantages. The training of capable persons cannot 
meet the needs of socialist modernization. The shortages of some raw 
materials, insufficient railroad capacity, and uncoordinated infrastructure 
are still factors restricting the region's economic development. Lacing fore- 
sight, the regional people's government has failed to conduct a thorough 
investigation and study and to solve some problems in good tir». In exercising 
macroeconomic control, we still lack strong measures and effective super- 
vision. The reduction of grain output in 1985 was due to natural disasters. 
It was also caused by the shortcomings in our work. For a time last year we 
did not pay sufficient attention to grain production. We should face up to 
these difficulties and problems, sum up our experience and, in light of the 
practical conditions in Ningxia, self-reliantly carry out hard struggle and 
act within our capabilities. We should pay attention to practical results, 
make further efforts to do a good job of various reform and construction 
tasks, and consolidate and develop the excellent situation created in the 
Sixth 5-Year Plan period so that our national economy will steadily advance 
along the path of all-round and sound development centering on the attainment 
of better economic results. 


II. The Guiding Idea and Basic Tasks in the Seventh 5-Year Plan Period 


The Seventh 5-Year Plan covers a crucial period. The guiding idea for our 
region's economic and social development is to further implement the important 
instruction of the central leading comrades that "Xingxia should bring about 
an upswing ahead of others," to continue to carry out the basic policy of 
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cultivated land, irrigated land, and grassland in our region are higher than 
the national average. This has provided favorabie conditions for the develop- 
ment of mass agriculture. Our rich energy and nonmetallic mineral resources 
make it possible for us to concentrate on developing the energy industry, 

the high energy consumption industry, and the building materials industry and 
to promote the rapid development of industry as a whole. Regarding the 
economic operation mechanism, with the imdepth development of the economic 
restructuring and the continued implementation of opening the region to 
domestic businesses and overseas investors, the socialist market will be con- 
tinuously expanded and various forms of lateral ties will be increasingly 
strengthened. This will open up a broader path for the development of the 
productive forces. Taking into consideration the fact that a number of large 
and medium-sized projects will be completed and commissioned during the 
Seventh 5-Year Plan period, as well as other factors, such as the technologi- 
cal transformation of existing enterprises and the rapid development of 
township enterprises, the rate of economic growth as provided in the Seventh 
5-Year Plan can be reached provided that we strive to do our work well. 


In an effort to successfully achieve the above-mentioned objectives, the draft 
Seventh 5-Year Plan has made the following arrangements for industrial and 
agricultural production: 


In agriculture, total rural product of society in 1990 will reach 2.6 billion 
yuan and total agricultural output value wil... reach 1.4 billion yuan. Grain 
output will reach 1.75-1.85 million tons and the gross output value of town- 
ship enterprises will reach 1 billion yuan. We must conscientiously implement 
the strategic principle of taking agriculture as the foundation of the national 
economy and rely on policies, science, and technology investment in agricul- 
ture. On the premise that grain production should never be relaxed, we 

should vigorously develop diversified undertakings, adjust the production set- 
up, develop commodity production, promote the development of commodity produc- 
tion centers, particularly the development of comprehensive commodity pro- 
duction centers by enterprises built on reclaimed wastelands, and increase 

the accumulation capability of agriculture. We should unswervingly promote 
the construction of agricultural infrastructure and speed up the development 
of two new irrigated areas covering 1 million mu each. We should speed up the 
completion of Guhai pumping station and the construction of Yanhuanding 
pumping station. Great efforts should be made and numerous measures should 

be taken to solve the problem of drinking water for both men and animals in 
the mountain areas in the south. We should vigorously grow grass and plant 
trees, integrate the development of agriculture with that of forestry and 
animal husbandry, and energetically develop animal husbandry. Continued sup- 
port should be given to township enterprises and the focus of development 
should be placed on processing industry with farm and sideline products as 

raw materials, as well as on mining, building materials, and other service 
industries. 





In industrial production, while working for better economic results and 
product quality, we should strive to increase the total industrial output 
value to 3.6 billion yuan in the last year of the Seventh 5-Year Plan period 
and to achieve a sizable increase in output value, profits or taxes, and 
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The departments in charge of comprehensive economic management and the 
responsible departments should do a good job of coordinating and balancing 
energy and transport. They should satisfactorily solve such questions as the 
shortage of raw materials and circulating capital, do a good job of market 
forecasts, maintain a balance between supply and demand, speed up the adjust- 
ment of product mix, and genuinely organize production according to social 
needs. In the Seventh 5-Year Plan period, there will still be an acute 

strain on transport in our region. The railroad and highway transport depart- 
ments should try by every possible means to tap potential and to increase 
transport capability. They should make particular efforts to adjust the trans- 
port structure, to satisfactorily organize highway transport, and to ensure 
the needs of industrial and agricultural production and circulation, and the 
needs of the people in their daily life. 


In line with the requirements of the draft Seventh 5-Year Plan, local 
revenues will increase at an annual rate of 7.9 percent. Efforts should be 
made to achieve a basic balance in local finance and credits. We should 
highly value the capital provided by the state and, while exercising effec- 
tive control over the use of capital, strive to develop the economy and to 
open up all financial resources. Financial and tax departments at all levels 
should concentrate their efforts on improved methods of acquiring, accumu- 
lating, managing, and spending money, energetically support the development 
of new production fields, and help enterprises to make good arrangements for 
their funds, to improve economic results, to turn deficits into profits, and 
to eliminate operational losses. It is necessary to strengthen the work of 
collecting and managing taxes. Further efforts should be made to enforce 
financial discipline, to strictly control expenditures, to encourage thrift 
and hard work, to oppose extravagence and waste, to cut down administrative 
expenses, and to reduce the purchasing power of social groups. Because the 
proportion of extrabudgetary capital is very large, it is necessary to bring 
it into the orbit of macroeconomic development through rational organization 
and guidance. Particular efforts should be made to strengthen the important 
functions of the banks in macroeconomic management and, through the reform 

of the banking system, to gradually establish a powrful and flexible monetary 
control and regulatory system, to bring into full play the role of the banking 
system in raising and accommodating funds, guiding the flow of capital, and 
regulating social demand, and to raise the utilization rate of capital. 


2. Conscientiously Strengthen Control over the Scale of Investment in Fixed 
Assets, Rationally Adjust the Investment Patterns, and Strive to Improve the 
Investment Results 


In the Seventh 5-Year Plan period, the state sets the scope of investment in 
fixed assets for state units in our region at 3,893 million yuan. Of this 
total, investment in capital construction is set at 2,807 million yuan, invest- 
ment in upgrading and transforming enterprises at 816 million yuan, and invest- 
ments in other fields at 2/0 million yuan. In the first 2 years of the 

Seventh 5-Year Plan per’od, investment in fixed capital will generally be 
maintained at the 1985 level and, in the last 3 years, will be appropriately 
increased. Controlling investment in fixed assets, particularly in capital 
construction, at a rational level and achieving a basic balance between 











aggregate social demand and supply constitute a fundamental condition for 
ensuring correct proportions among different branches of the economy and 

a stable economic life. To this end, it is necessary to strengthen cen- 
tralized and unified management over investment in capital construction by 
state units. As of 1986, with the exception of middle and primary schools, 
kindergartens, normal schools, and teachers colleges built with the funds of 
local authorities and enterprises, all other projects must be brought into 
line with the scope of investment in capital construction and controlled by 
different means. Local budgetary investment using bank credits instead of 
state allocations will be placed under the unified arrangement of the regional 
economic commission. It is necessary to bring the scope of self-raised 

funds under strict control and to strengthen guidance and control over 
investments by collective units and individuals in the urban and rural areas. 


We should rationally adjust the investment patterns so that the basic indus- 
tries, infrastructure, and processing industry, as well as construction 
projeccs either related or unrelated to production, can develop in a coor- 
dinated manner and improve the investment returns. This is an important 

task of managing investment in fixed assets in the Seventh 5-Year Plan period. 
The main purpose of this task is: 1) We should bring into full play our 
region's favorable conditions in natural resources, vigorously devleop the 
energy industry centering on coal and electricity, and energetically develop 
metallurgical, building materials, chemical, and other raw materials indus- 
tries, and textile and other light industries. We should do a good job of 
key construction projects, such as the Dawukou Power Station, Gingtongxia 
Aluminum Plant (expansion), Ningxia Chemical Plant, Daba Power Plant, the 
Shizuishan No. 3 well, Baijigou Mine (extension project) at Shitanjing, 
Ningxia Ferroalloy Works, Ningxia Oil Refinery, Gingtongxia Sugar Refinery, 
and the second-phase project of Yinchuan Polyester Plant. After these 
projects are completed and commissioned, they will increase output value by 
1,160 million yuan and profits or taxes by 48 million yuan. They will also 
increase generated electricity by 600,000 kilowatts, the output of coal by 1.4 
million tons, aluminum ingots by 100,900 tons, ferroalloy by 50,000 tons, 
synthetic amonia by 300,000 tons, cement by 230,000 tons, sugar by 25,000 
tons, and fine wool fabric by 1.5 million meters, and the capacity to refine 
crude oil by 750,000 tons and to irrigate 240,000 mu of land. We have 
developed various production centers, such as anthracite, electricity, 
aluminum, ferroalloy, and carbon products. Preparations should be made for 
such key construction projects as Lingwu coalfield, the feeder railway line 
to Lingwu, and Baige Airport in Yinchuan. The new Yinchuan railway station 
is to be completed before the 30th anniversary of the founding of the 
autonomous region. It is necessary to set up the construction of highway trans- 
port networks. While transforming the existing trunk highways, we should 
complete the mountain highway along the Helan Shan, the Huang He bridge in 
Shizuishan, and the Heifenggou bridge in Tongxin. We should adopt numerous 
methods, such as "run by the local people and subsidized by the state," to 
speed up the construction of roads in counties and townships. Efforts should 
be made to step up the construction of telecommunications facilities, to 
improve telecommunications lines in the rural areas, and to use social force 
to increase the transport capacity of the post and telecommunications depart- 
ments. 2) Proper limits should be set on the growth of investment in non- 
production construction projects so that the same amount of investment can 
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ventions, adopt advanced and suitable technology, and transform the tradi- 
tional industries. We should organize forces to tackle major scientific and 
technological problems vital to our economic construction and social 
levelopment, particularly the breeding of improved varieties of major crops, 
wl, and livestock, regional comprehensive improvement, the utilization of 
coal, nonmetallic ores, and other natural resources, and intensive processing 
»f farm and sideline products. We should strive to attain major achievements 
in scientific research and quickly transform them into practical productive 
‘rces. Conscientious efforts should be made to carry out the "Spark Plan," 
develop suitable technology characterized by a "short construction cycle, 
small investment, and quick economic returns," and reinforce township enter- 
prises and small- and medium-sized enterprises. We should pay close attention 
to fulfilling the tasks laid down in the plan, such as the five key fields of 
development, the 63 standby projects, and the training of 15,000 technicians. 
It is necessary to develop various technological markets, to improve the 
irculation of technological inventions, and to vigorously develop entities 
mbining scientific research, teaching, and production. 


In the Seventh 5-Year Plan period, we should energetically and steadily 
Jevelop educational undertakings in our region on the basis of conducting 
the reform well and improving the teaching quality. We should make a clear- 
headed appraisal of the situation marked by the largest number of children 
entering kindergartens and schools in the near future, the low proportion of 
school-agers, and the poor teaching quality. We should proceed from the 
development of child-care centers and kindergartens and preschool education 
and, on the basis of consolidating and universalizing primary education, 
carry out 9-year compulsory education energetically and systematically from 
one locality to another. We should make primary education universal in 
Yinchuan and Shizuishan by 1988 and make secondary education universal by 1990. 
Primary education should be made universal in other cities and counties of 
the plain area by 1990 and great efforts should be made to increase the propor- 
tion of school-agers entering schools or schools of a higher grade in the 
mountain areas in the south. We should continue to adjust the structure of 
secondary education, vigorously develop vocational or technical education, 
ind strive to increase the number of students of various vocational and 
technical schools pursuing senior middle school courses in cities, in most 
ounties irrigated with the waters of the Huang He, and in plants, mines, and 
other enterprises, so that they will be more or less equal in number to the 
students recruited by senior middle schools. Vigorous efforts should be made 
to develop adult education and to step up the part-time training of personnel 
in order to improve their cultural and professional competence. At the same 
time, we should reform the labor employment system in line with the principle 
{ giving pre-employment training. Further efforts should be made to reorgan- 
ze and improve higher education, to concentrate our forces on running existing 
institutions of higher learning well, to rely on the tapping of potential 
to increase the number of students, and to pay more attention to adjusting the 
tructure of higher education and improving the quality of education. It is 
necessary to vigorously develop various forms of higher education, such as 


radio, television, correspondence, sparetime education, and independent 
tudies, in order to train a large number of high-level professionals for our 
onom] onstruction. We should continue to adopt special policies and 
ffective measures to speed up the development of higher education and to 


ntinuously raise the cultural level of the minority nationalities. 








4. Make Efforts to Blaze a New Trail in the Work of Opening Up to the World, 
Energetically Expand Foreign Trade as well as Economic and Technological 
Exchanges 


Energetically improving our ability to increase foreign exchange earnligs 
through exports is the key to opening our region wider to the outside world, 
to developing international economic and technological cooperation, to making 
further technological progress, and to invigorating the economy. During the 
Seventh 5-Year Plan period, the total value of our region's foreign trade and 
exports will increase by 29 percent annually on the average and will amount 

to $115 million by 1990. To realize these targets, we should adopt a correct 
strategy with regard to the mix of our export commodities, the arrangements 
for producing export commodities, and the exploration of the international 
market, and this strategy should be suited to the demand of the international 
market and our region's actual conditions. We should continue to expand the 
exports of agricultural, sideline, and native products such as rice, Chinese 
wolfberries, licorice roots, hair-like vegetables, asparagus, ferny vege- 
tables, wickers, sheepskin, and carpets, as well as textile and other light 
industrial products. We should bring into play the superiority of our 
region's energy and resources, energetically expand the exports of Taixi coal 
and iron alloy, coal chemicals, and tires, and build a l-million-ton anthracite 
export basis by the end of the Seventh 5-Year Plan period. These are keys to 
realizing the above foreign trade and export targets. We should place the 
development of export machinery and electrical products in an important posi- 
tion and gradually expand the exports of ball bearings, numerical control 
machine tools, and material testing machines. We should strive to explore 

the exports of new products, improve the quality of products, and develop key 
products so that they form the mainstay of our region's export commodities. 

We should gradually shift from the exports of raw materials and elementary 
products to the exports of manufactured products and from the exports of 
roughly processed products to the exports of intensively processed products. 
In the course of consolidating and developing trade with Hong Kong, Macao, 
Western Europe, and Japan, we should expand our trade with the Soviet Union, 
Mongolia, and East European countries. In particular, being a Hui nationality 
region, our region should find a way into the Middle East market. We should 
rationally arrange the production of export commodities, build a number of 
production bases for export commodities, specialized factories (sites), 
specialized mines, and specialized workshops, and form a production system 
for industrial and agricultural export products with local characteristics. P 
We should work out and implement the policy which encourages the production of 
export commodities and helps increase foreign exchange earnings. Economic and 
trade departments should use both economic and administrative means to streng- 
then the region's foreign trade work and their leadership and management over 
foreign trade enterprises, bringing into play the initiative of these enter- 
prises and persisting in a unified foreign trade policy. We should build a 
foreign trade information network, perfect the sales and service network, and 
fully display the role information and circulation channels. 


During the Seventh 5-Year Plan period, we will open our door wider, adopt 

preferential policies, introduce more foreign capital, import more advanced 
technology, and expand our labor service cooperation with foreign countries 
and the work of contracting for projects abroad. in using foreign capital, 
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The southern mountainous areas have witnessed economic development over the 
past few years but have not freed themselves from poverty. We should adopt 
a correct policy and measures to change their production and transpurtation 
conditions, to speed up their economic construction, and to solve their 
problems of having enough to eat and wear." 


6. Continue to Improve the People's Material and Cultural Life on the Basis 
of Developing Production 


During the Seventh 5-Year Plan period, we should constantly enhance the con- 
sumption level of the urban and rural people by developing production and 
improving economic results. The peasants’ per capita annual net income from 
production has been planned to increase by 7.2 percent and to reach 400 yuan 
by 1990. The average wages of staff and workers will register an annual in- 
crease of 4.9 percent. Employment will be given to 110,000 people in 

cities and towns. During the 5 years, the region's per capita consumption 
level will increase by about 5 percent, basically in harmony with its per 
capita national income. We should correctly understand the relationship 
between production and consumption and that production, construction, and 
the improvement of livelihood should coordinate with each other. We should 
do a good job in ideological and political work so that the masses understand 
that the standard of living can be improved only step by step. Only by 
developing production and producing better economic results, can we improve 
the people's livelihood. On no account should we have excessive demands 

for the improvement of life. 


To improve the people's livelihood, we should organize the production and 
supply of consumer goods in line with the needs of the people. We should do 
a good job in the production of vegetables, meat, eggs, milk, and fruit so 

as to guarantee the supply of these products for the urban and rural markets. 
Catering to the needs of the market, industrial departments should conscien- 
tiously develop new varieties of products and explore new production categor- 
ies apart from increasing the production of marketable products for daily use. 
They should seek sources of goods through various channels in order to meet 
the people's increasing needs and should, in particular, pay attention to 
transporting industrial products to the rural areas. State-run commercial 
enterprises should take an active part in regulating the market and control- 
ling prices so that they can fully display their role in leading the market. 
Industrial and commercial administrative and managerial departments at all 
levels should strengthen their management over market places and resolutely 
stop lawless merchants and peddlers from engaging in deception, hiking prices, 
and harming the masses. Price control departments should rely on the masses 
in exercising management, inspection, and supervision over prices. 


We should conscientiously develop various social undertakings so as to meet 
the people's increasing needs in cultural life. Cultural and art departments 
should produce more and better artistic works in order to enrich the people's 
cultural life. By 1990, telecasts will be made available to 80 percent of 
the region, and people in the riverside areas will have three channel selec- 
tions for television prcegrams. This year, we will strive to provide people 
in the southern mountainous areas with two television channels. We should 
extensively and profoundly launch the patriotic health campaign, further 
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develop medical and public health work, and improve the people's health. We 
should continue to do a good job in family planning, to encourage the produc- 
tion of healthy offspring, to effectively control population growth, and to 
improve the quality of the region's population. We should energetically carry 
out mass sports activities, improve sporting skills, and do a good job in 
building sports facilities. We should form and perfect various insurance 
systems in line with the strains of the state, the collective, and the 
individual. We should gradually improve and perfect the socia' welfare system 
and further develop social welfare undertakings. We should strengthen 
environmental protection work, exercise effective control over pollution, do 

a good job in afforesting the urban and rural areas, and continue to improve 
the living conditions of the urban and rural people. Attention should be 

paid to the use of electric cookers on a trial basis. There is much coal in 
Ningxia, with which eiectric power can be produced for the benefit of the 
people. This work should start as early as possible with the support by the 
leading department of the central authorities concerned. 


To successfully realize the Seventh 5-Year Plan, it is necessary to pay atten- 
tion to the following points: 


l. Strengthening the Socialist Legal System 


Comrade Deng Xiaoping recently pointed out: “In carrying out the four 
modernizations, we must have dual tactics. These dual tactics refer to paying 
attention to construction and the establishment of the legal system." This is 
an important policy drawn up in line with the needs for the four moderniza- 
tions on the basis of summing up the party's experience in socialist revolu- 
tion and socialist construction over the past decades. It has provided a 
theoretical basis for our legal work in the new period. During the Seventh 
5~Year Plan period, we should adapt ourselves to economic structural reform 
and the development of economic construction. Taking Comrade Deng Xiaopirg's 
“dual tactics" as our guiding principle, we should devote more efforts to 
establishing the socialist legal system, and the socialist economic legal 
system in particular, and strive to realize the strategic target set by the 
national conference of party delegates that a “comparatively perfect economic 
legal system should be established during the Seventh 5-Year Plan period," so 
that we can make the legal system an important means for regulating economic 
relationships and economic activities. 


2. Changing the Function of Government Organs to Manage the Economy, 
Energetically Improving Work Style 


During the Seventh 5-Year Plan period, state management over enterprises 

will gradually shift from direct to indirect control. For this reason, 
government organs at various levels in our region should seriously implement 
the stipulations of the "Decision of the CPC Central Committee on Economic 
Structural Reform" concerning the eight functions of government organs in 
exercising economic management. They should further delegate power to the 
lower levels, gradually reduce their administrative intervention in enter- 
prises, simplify intermediate administrative levels, shift their main efforts 
to overall planning, to ensuring the implementation of policies, to organizing 
and coordinating enterprises, to providing service, to applying economic 
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regulatory means, and to exercising inspection and supervision. They must 
change the situation in which they lack experience in and methods for 

ising macroeconomic control. According to the arrangements by the CPC 
Central Committee and the State Council, we should further reform government 
managerial organs at various levels in a planned way and step by step, 
simplify administration, strictly control the increase in the number of 
personnel in government organs and undertakings, and gradually form an adminis- 
trative managerial system under which functional division is explicit, 
Organs are coordinated, operation is flexible, and work efficiency is high. 


3. Bring Into Play Forces in Various Fields, Promoting the Region's 
Economic and Social Development 


To fulfill the tasks set by the draft of the Seventh 5-Year Plan and to 
enable the regional c*onomy and other undertakings to rapidly develop within 
these 5 years, we should bring into play the initiative of people in various 
fields, enable the state, the collective, and the individual to go ahead in 
harmony, pool the wisdom and efforts of the masses, change the habit of 
relying on the state in investment and construction, and speed up the develop- 
ment of the economy, science, technology, and culture. Within these 5 

years, the region should concentrate its financial and material resources 

on economic construction and reforms. Over the past few years, most of the 
cities, counties, and enterprises in the region have witnessed marked in- 
creases in their mobile financial resources. Therefore they can engage in 
local undertakings independently according to their economic capability. In 
using their mobile financial resources for construction, cities, counties, and 
enterprises should strictly observe the state's macroeconomic policies, take 
account of the overall results of the region's national economy, abide by the 
region's long-term plans, and avoid acting blindly. They can seek local 
interests on condition that they give consideration to the overall situation 
and do not harm the overall interests. Because the funds for state and 
regional key construction projects will continue to be short, it is necessary 
to encourage cities, counties, and enterprises to concentrate their funds on 
urgent state construction projects. 
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4. Devoting More Efforts to Socialist Spiritual Civilization 


carrying out material civilization, it is necessary to devote more efforts 
to socialist spiritual civilization. This is our long-term strategic prin- 
ciple. During the Sixth 5-Year Plan period, we did a great deal of work and 
achieved marked results in bringing about a fundamental turn for the better 
in party style, the general mood of society, and social order. During the 
Seventh 5-Year Plan period, we will continue to resolutely carry forward the 
two civilizations drive. 
velopment of reforms and construction has led to major changes in the 
people's economic life. It will also bring about profound changes in their 
ideas, spiritual life, and life style and require them to have higher 
political consciousness and better cultural accomplishments. In line with the 
requirements of the new historical period, we should strengthen ideological 
and political work and give more education concerning policies and the 
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Situation to cadres, staff members, and workers so that they correctly under- 

Ss, and measures of the state. We 
eas, resolutely resist the 

bourgeois life style, and bourgeois liberalization, 

“putting money above everything else” and 


stand and implement the policies, p 
should eliminate the vest 

decadent bourgeois ideas, 
and oppose the idea and practice of 
seeking private gain at public expense. We should adopt various methods to 
Carry out education in patriotism and collectivism, education in adhering 

to the four basic principles, and education in having lofty ideals, good 
morality, strong discipline, and more knowledge, so as to help cadres and che 
f communism, observe social morality and 

play their great enthusiasm and pioneering 
sp ld pay full attention to the education of 
the young. Schools, society, and families should closely cooperate in launch- 
ing educational activities suited to the characteristics of young people and 
should educate young people to cherish great ideals and foster the spirit of 
dedication to the socialist cause. We should continue to carry out the 


activities of "five stresses, four beauties, and three loves" and of building 
civilized units. All departments engaged in the production and dissemination 
of spiritual products should straighten out their guiding principles, persist 


in the four basic principles, serve the people, give priority to social bene- 


masses roster the great ideal ol 


c 
professional ethics, and bring into 
irit in building Ningxia. We shou 


‘ 


fit, and »roduce more and better spiritual products. 


Government organs at various levels should take the lead in strengthening 
socialist spiritual civilization ying unhealthy practices. Govern- 
eI rreat deal of work and made remarkable achieve- 
ments in implementing the party's policies and principles, straightening out 
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their work guidelines, holding firm to reforms, developing production, and 
servicing work at the basic levels. A large number of fine party members and 

we should soberly under- 
stand that some government organs and d have quite a number 

irk style. Corrupt practices can even be found in these 


cadres have emerged. The main trend is good. However 
lepartments stil 
of problems with their wi 
organs and departments. Some cadres are in low spirits, are seriously in- 
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poor sense of organization, spread pessimistic teelings among the masses, and 
implement the party's policies and principles at will. Some have serious 
individualism and abuse their power for personal gain. Some appoint people 
regardless of party spirit or principles. ome take bribes. Some copy and 
show obscene ideotay , t igh these practices are found among a small 
number of cadres, they have marred the reputation of government organs, 

armed the general fr of ciety, and weakened the people's confidence in 
reforms and the four modernizations. We should adopt effective measures and 
resolutely correct these practices. The rectification of unhealthy tendencies 
ind the elimination of rrupt practices should start from leading organs, 

and in particular from leading organs at the regional level. So far as leading 
cadres ars ncerned, leading cadres at the regional departmental and bureau 
levels s ild take the lead in rectifying unhealthy tendencies and eliminating 
Orrupt practices. They should be strict with themselvs and set a good 
example for others. Apart from nct going in for unhealthy practices, respon- 
sible cadres at all levels should educate their iidren and relatives not t 
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GUANGZHOU YANJIU ON URBAN DEVELOPMENT STRATEGY 
HK200445 Guangzhou GUANGZHOU YANJIU in Ch’nese No 4, Apr 86 pp 4-9 


[Article by Li Mengbai [2621 1125 4101, 1.na Urban Science Association: 
"Urbanization and Urban Modernization in (.ina"--first paragraph is introduc- 
tion] 


[Text] "With a change in the relations betweer town and country, the features 
5 Y> 
("Poverty of Philosophy" by Marx, "Collected 


' 


of all society will also change.’ 
Works of Marx and Engels," Vol 4, p 159) ‘Therefore, in studying social develop- 
ments, we cannot do without the study of changes in urban and rural development 


1! 


and without the study of “urbanization” as a natural historical process of 
social development. With China s society in the new historical period of 
socialist modernization, the pace of urbanization is accelerating. The problem 
of urban modernization facing us has assumed increasingly serious proportions. 


. . ; 
his article is an attempt to link China s economic and social development with 


the study of the problem of China's urbanization and urban modernization, in 
order to arouse the attention of a large number of readers to this matter. 


' t ' ° 
Cities Role in Our Country s Modernization 
As centers of a state or region, contemporary and modern cities generally have 


such superior features as industrial concentration, brisk trade, a prolifera- 
tion of talent, thriving science and technology, a well-developed transporta- 


tion system, easy access to information, an ample supply of capital, and so 
forth. Therefore, relatively speaking, they can always use a relatively smal] 
amount of labor in material form and live labor to realize relatively great 
economic results. In a relatively short period of time, they can organize 


large-scale production and circulation of commodities and support agricultural 
b = 

production and rural construction with various means of production, means of 
subsistence, necessary technology, information, and equipment, thus stimulating 


the development of the national economy as a whole. 


Conditions of economic and cultural development in our cities also show that 
1ties play an important role in urban economic and social! development 

According to statistics compiled of about 266 cities at the end of 1983, the 

combined population of these large and small cities accounted for 10 percent 

of the total national population. The number of workers employed by industrial 

enterprises and the original value of tixed assets respectively represented 
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two-thirds of the state's total. The realized total industrial output value 
accounted for 84.6 percent of the state s total. Profits and taxes handed over 
represented 85.3 percent orf the state's total. rhe total retail sales of 
social commodities accounted for 63 percent ot the state's total. ‘The number 
of teachers and that of students in institutes of higher learning respectively 
represented 95 percent of the state's total. The number of medical and health 
Organs and that of hospital beds respectively accounted for more than 40 per- 
cent of the state's totai. Most scientific and technical personnel were in 


cities. From this, it can be seen that cities play an unusually important role 
in the economic and social development of ir country. In modernization, a 


doubling of industrial production chiefly depends on cities. A doubling of 
rural production calls for the overall development of mass agriculture and also 
for the support of cities. The realization of the modernization of science 

and technology in particular--which is the key to modernization in four 
respects--depends on cities all the more. In sum, the city is an important 
base for our building a high level of material civilization and socialist 


Spiritual civilization. The proper handling of urban planning, construction, 
and management has a great bearing on the modernization of our country. 


The Trend in the Development of Our Towns and Cities 


Since the founding of the PRC, tremendous achievements have been scored in our 
urban construction effort. Cities left over from the old China have been trans- 
formed. There has been a purge of accumulated social filth of many years. 
Production has shown development. New spiritua!l civilization has been created. 
Qualitative changes have been brought about in these cities. Meanwhile, with 
the industrialization of the state, a number of new cities have been set up. 
The number of cities has doubled 949, the whole country had only 140 
cities officially established as such, and about 2,000 county towns or towns 
included in a system. The total city and town population stood at about 57.65 
million, which accounted for 10.6 percent of the then total national popula- 


tion. By the end of 1984, the number of cities officially established as such 


throughout the country had risen to 300. he number of towns included in a 
system had shot up to /,469. The total city and town population had reached 
163.01 million, or 15.82 percent ot e total national population. 

The history of urban development in the 35 years since the founding of the PR( 
shows that our economic and social development 1s undergoing a process of 
urbanization. "Urbanization" is in the category of history. It has arisen 


with industrialization. It first appeared in Western Europe, the source of 

the contemporary industrial revolution, and then gradually caught on in various 
other continents, brirging about a quick increase in the number of cities in 
the world and the urban population. Given the different process and pace of 
industrialization in various countries, the pace of urbanization and the con- 
crete road followed have varied. Many scholars in our country suggest that 

the term "urbanization" be changed to "chengzhenhua' [1004 6966 0553]. Instead 
\f simply meaning concentration of the population in cities, the term should 
also take on the additional meaning of urbanizing the way of life of the rural 
population (including material and spiritual life). This means that people 


in the countryside can also enjoy urban vilization | am in favor of this 


new interpretation. It embodies the hope of myriads of peasants for an 





improved standard of living. It is in line with the socialist goal of produc- 
tion and the Communist idea of eliminating ditferences between town and country 
and especially in line with the fundamental spirit of the call by Marx and 
Engels for "urbanization of rural areas" and "the integration of urban and 
rural areas" ("Collected Works of Marx and Engels," Vol 46 (Part i), p 480; 

Vol 20, p 321). 


It should be pointed out that our current level of urbanization is not high. 

On the one hand, according to the 1982 census, our urban population constitutes 
only 20.6 percent of the national population (this figure includes the agricul- 
tural population in the suburbs of cities, different from other statistical 
figures listed above), which is much lower than in the developed countries. 

It is also very low when compared with the world's average, which is 42.2 per- 
cent. On the other hand, China has 20 super-large cities, each with a popula- 
tion of more than 1 million, ranking first in the world. The problems in this 
respect are: 1. the scales of the cities are not reasonable; 2. population 
and industry have been excessively concentrated in large cities. There are 
many problems in urban construction and the management system. In addition, 
for a rather long time in the past, under the guidance of the "leftist" ideol- 
ogy, we only attached great importance to industrial development to the neglect 
of urban construction and att.iched importance to production to the neglect of 
improving livelihood. We did not pay attention to overall planning for the 
development of cities and urban districts, resulting in the very unreasonable 
distribution of cities, disorderly layout of urban districts, serious insuf- 
ficiency in dwelling houses and basic facilities, shortage of water and energy 
supply, traffic jams, poor communications, serious pollution, and generally 

low economic returns. In short, the quality of cities is comparatively low, 
not suiting the needs of economic and cultural development and improvement of 
the people's livelihood. It has even become "an obstacle for further develop- 
ment." 


By the end of this century, China's population will reach 1.2 billion, and its 
total industrial and agricultural output value will be quadrupled. This great 
change in population and economy will inevitably promote the process of its 
urbanization. According to calculations of the relevant department, along with 
continuous and vigorous development of the rural economy, there will be at 
least 200 million surplus agricultural laborers in the coming 16 years, who 
will move from the countryside to the cities and engage in industrial produc- 
tion or other trades. Probably, about 60 percent of the national key construc- 
tion projects except for railways and communication projects will be attached 





to the existing large and medium-sized cities, while some 30 percent of them 
will be built in small towns and cities or outside towns and cities. Implemen- 
tation of the policy of opening up to the outside world will inevitably result 
in population growth in coastal cities. This situation dictates that the popu- 
lation and areas of certain towns and cities, including some large cities, will 
continue to grow, and some new towns and cities will be established. This is 
an inevitable and irresistible trend. In view of China's concrete situation 
and national strength, and based on the strategy and plans tor its economi¢ 
construction in the coming 16 years, the most possible situation will be: On 
the premise that population growth is strictly controlled, the economy and 
society of the existing super-large cities will be gradually developed toward 








the orientation of high efficiency and high quality and the population will 
slightly grow; the population of the existing large and medium-sized cities 
will grow under control, of which the 7 large cities with a population over 
900,000 will be developed into super-large cities with a population over 1 
million, the 14 medium-sized cities with a population of over 400,000 will _ 
possibly be developed into large cities with a population of over 500,000, 

and the 40 small cities with a population of over 150,000 will possibly be 
developed into medium-sized cities with a population of over 200,000; and a 
number of the 7,469 towns will be upgraded and become cities. In the past 5 
years, an average of 12.8 small cities were established each year in our coun- 
try. Based on this development, it is possible that in the coming 16 years, 
some 208 small cities will be further established, at an average of 13 each 
year. Of the more than 53,000 market towns in the countryside, those with 
better conditions and faster development can be changed into towns. Based on 
this estimation and in accordance with the principle of "leaving agricultural 
production without leaving one's home village," some 30 percent of the 200 
million surplus rural laborers can be accommodated in the rural market towns, 
and 60 percent of them will settle down in the nearby small cities and towns. 
The number of these laborers entering into large and medium-sized cities will 
be controlled at about 20 million, or 10 percent. In addition, there will be 
natural population growth in cities and towns. Thus, by that time, China's 
total urban population could reach 372 to 396 million accounting for 31 to 33 
percent of the total population. This is probably more suited to our policy 
on the development of cities and towns. Meanwhile, this trend of development 
also requires us to study and work out a correct strategy for urban development. 


The Basic Policy for China's Urban Development 


The basic policy for China's urban development is "to control the scope of 
large cities, to rationally develop medium-sized cities, and to vigorously 
develop small cities." This policy was put forward by the national urban 
planning work conference in October 1980 and approved by the State Council. 
Since it is of great guiding significance to the overall development of cities 
(this is the focal point) as well as to urban planning and urban construction 
in the whole country, it is called "the basic policy for urban development." 

It is not a concrete policy for a certain aspect of things (such as planning 

Or management), but a general guiding policy. While providing 2n important 
guiding ideology for China's urban development strategy, it also gives dif- 
ferent principles for the development of large, medium-sized, and small cities. 
It was formulated on the basis of summing up our experiences and lessons in 
urban construction since the founding of the state, by studying the situation 
and experiences of other countries in urban development, and in light of China's 
concrete national situation and the needs of socialist modernization construc- 
tion. 


"To control the scope of large cities" mainly refers to contro. ‘1; the popula- 
tion of large cities. Historical experience in the world's urb ition over 
the past two centuries shows that the excessively large size anu pulation 

of the cities create many defects which may bring about a series of difficult 
problems to solve. For this reason, we stand for strictly controlling the 
population in large cities. The main points are as follows: 1) to determine 
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the general population scale for the coming years through overall planning so 
as to carry out control; 2) to stress controlling the mechanical growth of 
population while exercising control over natural growth through family 
planning; 3) to take as our purpose preventing the unrestrained growth of the 
urban population rather than exercising rigid control over the population size 
and excluding any necessary growth or decline; and 4) to follow a policy of 
dispersal while controlling population growth so as to distribute the popula- 
tion from large cities to small cities and towns. A correct understanding and 
implementation of the policy of "controlling the scope of large cities" will 
not hinder the economic and cultural development of large cities, but can 
ensure their healthy and rational development and give fuller play to the role 
of these cities. 


"To rationally develop medium-sized cities" requires that we change our past 
practice of laying particular emphasis on the development of large cities to 
the development of medium-sized cities, so that the latter can be rationally 
developed. The main points are: 1) to make use of the relatively good condi- 
tions of medium-sized cities in production, circulation, and service, and their 
Superiority in regard to population, and to make some projects that are 
urgently required by the development of the national economy develop there so 
as to win the race against time and to prevent some of the defects of large 
cities; 2) to make economic construction develop harmoniously with the construc- 
tion of various basic facilities so as to prevent "outstanding accounts" in 
urban construction; 3) the population and areas of the cities must not be 
expanded without restraint, and unless absolutely necessary, they must not be 
developed into large cities, especially super large cities; and 4) in a few 
years, some small cities with good conditions may be gradually developed into 
medium-sized cities in a planned way. 


"To vigorously develop small cities": The “small cities" mentioned here refer 
to cities with districts, county seats, towns, independent industrial and 
mining areas, and town- and city-type residential areas with a population under 
200,000. We are now used to including rural market towns (usually the loca- 
tions of township government and areas where township industry is concentratedly 
developed, which are regarded as reserve positions for developing towns and 
cities) in this category and generally call them "small cities and towns." 
Thus, "to vigorously develop small cities" is often interpreted as "vigorously 
develop small cities and towns." The main points of this policy are: 1) along 
with the development of the national economy, especially the rural economy, 

to first do a good job in building the county seats and towns, paying special 
attention to strengthening planning and management and the construction of 
basic facilities so as to suit the needs of continuous economic and social 
development; 2) to establish satellite cities around the large cities so as 

to take the pressure off large cities; 3) to develop some small cities with 
good conditions into medium-sized cities if necessary and possible, but main 
efforts should be made to improve the facilities and functions of the cities 
rather than pursuing an increase in population and land; and 4) to gradually 
upgrade towns or county seats with good conditions to cities and well-developed 
rural market towns to towns so as to gradually increase the number of smal] 
cities and towns. 
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Tentative Ideas on the Strategy for China's Urban Development 


Since the 3d Plenary Session of the llth CPC Central Committee, the central 
authorities have put forth a series of demands for China's urban development, 
such as: It is necessary to do a good job in urban planning, construction, 
and management; to attach importance to the role of cities; to make the cities 
bring along the counties and lead the countryside; to take the cities, which 
are comparatively well-developed, as the core so as to bring along the rural 
areas around them; to organize production and circulation under unified leader- 
ship; to gradually establish all kinds of economic zones and networks attached 
to and supported by the cities; to give play to the superiority of the coastal 
cities and to vigorously promote foreign trade, international economic cooper- 
ation, and technological exchange in these cities while encouraging them to 
carry out effective cooperation with the hinterland so as to bring along the 
economic development of the latter; and to vigorously develop small cities and 
towns so as to promote rural economic and cultural development and absorb the 
surplus labor in the countryside. These demands, which, proceeding from the 
Strategy for the economic and social development of the whole country, present 
tasks for cities and towns in the new historical period and place them in a 
position of leadership over the countryside, form an important guiding ideology 
in studying and drafting the strategy for the development of cities and towns 
in Our country. In his opening speech at the 12th CPC National Congress, Com- 
rade Deng Xiaoping said: '"We must proceed from China's reality in our modern- 
ization drive," and "must combine the universal truth of Marxism with China's 
concrete situation and follow our own path in building socialism with distinc- 
tive Chinese characteristics." This is the fundamental guiding ideology f 

us in studying and drafting the strategy for our development of cities and 
Cowns. 


According to this guiding ideology, the strategy for China's development otf 
cities and towns in the new historical period should be as follows: Proceeding 
from our national situation and serving the fulfillment of the general task 
put forward by the 12th CPC National Congress, we must adhere to the policy 
of “controlling the scope of large cities, rationally developing medium-sized 
cities, and vigorously developing small cities.'' We must follow our own path 
in building cities and towns with distinctive Chinese characteristics and 
gradually establish a multilayered and pagoda-type structure with super-large 
and large cities as the core, medium-sized cities as the backbone, small cities 
and towns as the bases, and rural market towns (the reserve positions for 
cities and towns) as the cells. This is characterized by the rational distri- 
bution of all kinds of cities and towns, including super-large cities, large 
cities, medium-sized cities, small cities, county seats, towns, and rural mar- 
ket towns. Thus we will be able to bring along the vast countryside and pro- 
mote the harmonious development of both urban and rural economy and society 

so that they may march toward modernization at the same pace. 


The objective of struggle for this century is: By the year 2000, all the 
cities in our country, especially large and medium-sized cities, should be 
built into clean, quiet, beautiful, and advanced positions with sufficient 
basic facilities, which are capable of playing their role as guiding centers 


in the construction of the four modernizations. Small cities and towns car 
also take this objective as their reference point to gradually improve their 
levels. 
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Under the guidance of this strategic thought, while developing our cities and 
COwns we must never repeat the old path of certain countries which have blindly 
developed large cities and allowed the surplus laborers in the countryside to 
flow into large cities unrestrained, but must take serious measures to control 
the scope of large cities and develop various kinds of cities in a planned way, 
laying stress on the development of small cities. We must first strengthen 

the construction of the existing cities and towns. We must not only forcefully 
develop industry, communications, trade, finance, and tourism in these cities 
in light of the necessity and possibilities of our modernization drive, but 
must also forcefully promote the development of science, education, culture, 
public health, and information, as well as various public facilities serving 
production and life, and strengthen the construction of various kinds of basic 
facilities. This will allow these cities to give full play to their role as 
centers of various regions. Large cities, especially super-large cities, must 
be developed with the idea that the scope of the population will be strictly 
controlled, and with stress on improving their functions, layout, and level 

of modernization, so that they may give better play to their role as “key 
cities.'' When developing the economy, especially when developing industry in 
large cities, we must give priority to the production of high-quality, preci- 
sion, advanced, and new products. We must carry out technical transformation 
and follow the road of intensive and expanded reproduction. We must rely on 
policies, science, and technology and make great efforts to improve the indus- 
trial structure and technological makeup so as to gradually increase labor 
productivity and overall economic returns. While strengthening their own 
strength, increasing their level, and providing the state with more accumula- 
tion, they must also provide the areas around them and medium-sized and smal] 
cities (and even the whole country) with advanced technology and equipment as 
well as technical personnel and necessary financial and material resources, 

so as to help these areas and nearby cities and towns advance at the same pace. 
They must not merely consider their own problems concerning quadrupling the 
industrial and agricultural output value or merely compete with other cities 
and areas in this respect. The development of medium-sized cities must also 
follow these principles. Population control in these cities may be appropri- 
ately relaxed. However, they must not be developed into large cities, espe- 
cially super-large cities. If conditions allow, the number of medium-sized 
cities may be appropriately increased. In our country, which has a large popu- 
lation, more medium-sized cities may help lighten the burdens of large cities 
and promote the economic and cultural development of nearby areas and small 
cities and towns. 


At the same time, we must forcefully promote the construction and development 
of small cities and towns (including county seats, towns, and rural market 
towns with better conditions). Relying on small cities and towns to develop 
the economy and cultural and educational undertakings is conducive to the 
rational distribution of the productive forces, population, and cities and 
towns throughout the country. [It is conducive to strengthening ties between 
town and country and promoting the economic and cultural development in the 
countryside and the realization of the modernization of agriculture. It is 
also conducive to absorbing surplus agricultural laborers in the nearby country- 
side so as to effectively control the scope of the population in large cities. 
Compared with the construction of large and medium-sized cities, the construc- 
tion and development of small cities and towns need less investment but yields 
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quicker results. [It suits China's national situation and the needs of 
developing the rural economy. It is of important significance to gradually 
reducing the distinction between town and country, promoting their harmonious 
development, increasing the cultural level and living standards of the whole 
nation, and blazing a new trail of building cities and towns with distinctive 
Chinese characteristics. 


All cities and towns must implement the principle of “developing strong points, 
overcoming weak points, and giving play to superiorities" in their construc- 
tion and development, and set a correct orientation for their development. 
According to our historical experience, we must not require that all cities 

be developed into "all-round" cities, but must set different orientations, 
focal points, scopes, and speeds for their development in light of their 
respective characteristics and conditions. 


Endeavor To Realize the Modernization of Cities 


Another important question in studying the strategy for urban development is 
how to realize the modernization of the cities. Since science and technology 
have been developing at full speed, the internal movement and external rela- 
tions of the cities, which are organic and comprehensive bodies and a large 
system of the economy and society, are also becoming more and more complicated 
with each passing day. For the modernization of industry, there are some evi- 
dent signs that we can find in its technological makeup, product mix, degree 
of automation, and labor productivity, but it is difficult for us to find evi- 
dent signs of modernization in the cities. At least, they are not as evident 
as those of industrial modernization. This is because the modernization of 
the cities, which are comprehensive bodies and a large system, is not only 
restricted by economic and technological conditions, but also by geographical, 
historical, and national conditions, as well as the social system and interna 
tional contacts. From a long-term point of view, the following five conditions 


are necessary for China's modernization of the cities: 


l. A high-degree ot socialized division of labor and cooperation: This 1: 
not only reflected by production and circulation, but also by life and all 

kinds of service. It is not only reflected by the cities internally, which 
have removed the backward phenomena that appeared under the guidance of the 
old concepts of a small-scale peasant economy and self-sufficiency, such as 


the phenomena of "being big and complete," "being small and complete," and all 
factories and schools "engaging in the management of society," but is also 
refiected by the relationship between cities. With the establishment of vari 
Cus types of economic zones and economic networks, the functions of all cities 


will be rationally regulated so that the cooperation between various cities 
may be enhanced and the best possible overall economic results may be achieved. 


2. Highly efficient basic facilities: There should be sufficient basic 
facilities for information, communications, water supply and drainage, and 
power, heat, and gas supply, as well as for commerce and the service trades. 
These facilities must be sersitive, convenient, unobstructed, and fine. 


3. A high-quality ecological environment: All kinds of poilution in the 


cities should be generally prevented and cleared away so that a benign cycle 








may be maintained in the ecological system and so that the urban residents may 


live in a clean, beautiful, tranquil, and comfortable environment. 

4. A high level of management: While perfecting the legal system and striving 
to realize the "rule by law," urban management in various fields, including 
planning, construction, communications, commodity supply, social service, pub- 
lic security, disaster prevention, population control, medical and health work, 


and labor and equipment, should be put under electronic control so that it may 
be carried out ina scientific way and become more efficient. 


5. A high degree of socialist spiritual civilization: We must not only attach 
importance to the development of culture, art, journalism, publications, broad- 
Casting, and television, but must also educate residents of the cities in Com- 
munism, patriotism, and collectivism through various channels and by various 
means, so that they may acquire lofty morality and so that a good social atmo- 
sphere characterized by “five stresses, four beauties, and three loves" may 

be fostered. 


These five conditions are also symbols of China's modernization of the cities. 
Their realization required our great efforts. We must realize that improving 
the quality of cities is an arduous task and that the modernization drive is 

a dynamic process and a process of continuously advancing from the lower level] 
to the higher level and from popularization to higher standards. We must take 
a broad and long-term view in making plans for urban modernization and must 
work out feasible and concrete plans, targets, and measures in light of our 


real situation at present. 


The Objective of Struggle for the Coming 16 ‘ 
[In this century, in order to make the quality of our cities suit the targets 
of quadrupling the industrial and agricultural! output values and making the 


people become relatively well-off in their material and cultural lives, we 
must gain a full understanding of the relationship of interdependence and 
interaction between urban construction, environmental construction, and eco- 


nomic construction. We must work out plans for, carry out, and develop the 
three types of constructi¢ simultaneously, so that unified economic, social, 
and environmental results may be achieved. ince urban construction and 
environmental construction are inseparable, we must pay greater attention to 
grasping well both environmental protection and the construction of basic 


facilities in the cities. 


In environmental protection, stress should be laid on bringing industrial pol- 
lution under control. It is necessary to strictly control the emergence of 
new sources of pollution, maintain the ecological balance, and increase our 
ability to dispose of the "three industrial wastes" and daily garbage in harm 
less ways and to regenerate and use re irces 1 comprehensive way, so that 
the impurities in the urban water system, thi tent of harmful gas in the 
air, dust, and noise can be reduced and reach t required standards fot 
environmental protection. 

In the construction of basic tacilities, it 1ecessary to make unified 
planning with due consideratio OY erned. [t 1S necessarv to erasp 








both the transformation of the old areas and the unified development and con- 
struction of the new areas and make continuous efforts to improve the effi- 
ciency of these facilities. In the coming 16 years, we must particularly pay 
attention to the construction of basic facilities for communications, water 
supply, water drainage (including sewage disposal), gas supply, and afforesta- 
tion. In housing projects, while maintaining the necessary scope and speed, 

it 1s also necessary to reform the distribution system and gradually adopt the 
system of commercialization. By the year 2000, every housenold of urban resi- 
dents should have a suitable apartment. In design, for both dwellings and pub- 
lic buildings, it is necessary to take into consideration the long-term needs 
and the needs of modernization. We must strive to improve the design of houses 
and build more beautiful houses with both national and local characteristics 
and rational layouts. We must also change the traditional unchangeable space 
into flexible and changeable space and reserve necessary space for all kinds 

of pipes and lines as well as tor all kinds of household electric appliances. 


It 1s also necessary to build various service facilities and vigorously develop 
the service trades so that our production and life may become more convenient. 


Judging from the requirements of modern cities, the above objectives are still 
at a low level. In light of our national situation and strength, we must 
achieve these objectives. 
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CENTRAL CHINA'S ECONOMIC DEVELOPMENT STRATEGY 
Hong Kong LIAOWANG [OUTLOOK] OVERSEAS EDITION in Chinese No 5, 3 Feb 86 p 9 


[Article by Xia Zhenkun [1115 2182 0981], Senior Economist: "Central 
China's Integrated Economic Development Strategy" ] 


[Text] Central China is the middle of China. Objectively speaking, to make 
national economic structure be truly able to realize the "unification of east 
and west, the intercourse of north and south," and make economic development 
have stamina in the east and momentum in the west requires a central Chinese 
economic group tnat has internal concentration and external tension. 
Therefore, studying central China's. overall socio-economic development 
Strategy is not only a requirement of every central Chinese province, but is 
more so a national strategic planning requirement. 


Two Kinds of China 


At present there are two strategic choices confronting the provinces of 
central China: "non-integration”" or "integration." 


To meet the challenge of competitors and seize certain markets and investment 
funds, the so-called "non-integration" choice means that each province 
separately opens up to the outside and has even more attractive economic 
zones. The creation of semi-natural horizontal economic relations cannot be 
criticized; however, to treat this structure as a kind of strategic principle 
entails three drawbacks. First, one cannot fundamentally change the economi 

Status of every province. Second, in terms of the national structure, to have 
a blank center is an unwise strategy. Third, the idea runs counter to the 
objectively existing traditional relations and development prospects of mutal 
resource complementation and promotion between provinces. 


The so-called "integration" is the formation of a network based on the 
geography and unity of the three provinces. They extend to Beijing and 
Tianjin to the north, to Guangdong and Guangxi to the south, Jiangsu and 
Zhejiang to the east, and approach the great northwest and southwest in the 
west. The three integrated provinces forma pivot reaching out in all 
directions and surging in the middle. This plan can avoid the weaknesses of 
the "non-integration" strategy and alleviate the shortcomings among the 
provinces. One can say that if the three provinces stand alone, each is weak; 








- 
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but united they can develop together. For example, Henan's energy resou 
can ease shortages in Hunan and Hubei. Hubei's iron, steel, autos and science 
and education can help develop Hubei and Hunan. Hunan's nonferrous’ metals, 
agriculture, light and textile industries and technology can benefit the other 
two provinces. In this way there can be mutual benefit and central China's 
prominence will speed up. 


Multiple Centers; An Omni-Directional Stance 


Becausse of geographical and economic factors, the formula for central China's 
unification at present should not be to adopt one center in an all-or-nothing 
formula. The best is to make Wuhan, Zhengzhou and Changsha into centers, 
creating a network out of the three tri-city areas of Wuhan-Xiangfan-Shashi; 
Zhengzhou-Luoyang-Xinxiang; and Changsha-Zhuzhou-Xiangtan, establishing a kind 
of multiple-centered, omni-directional loose unification of crisscrossed 
networks that mutually complement and promote each other by equal cooperation. 


Three Great Interlocked Circles 


This kind of unified situation varies to a small degree, however, in different 
circles and neighboring areas are not uniform. The first circle includes all 
of Hubei, the southern part of Henan and the northern part of Hunan. This 
circle can implement genuine economic unification and cooperation. The second 
circle includes northern Hubei, southern Hunan, northwestern Jiangxi, 
southwestern Anhui, and southeastern Shaanxi. This circle is quite freely 
defined and can carry out substantial or insubstantial, long-term or short- 
term, and various kinds of ad hoc cooperation and unification. The third 
circle can further take in Jiangxi, Anhui, Sichuan, Shaanxi and even more 
remote provincial areas as marginal border areas. The three circles and the 
areas outside them are not clearly delineated but fit together jigsaw-like. 


Economic Partners Flying Wing-to-Wing 


The city and three provinces have an equal partner relationship due to the 
mutual need for unification. The first circle equally can carry out 
organized, planned cooperation and unification to provide and transport its 
comprehensive energy development, car and tractor industries, water and land 
transport, comprehensive development and processing of nonferrous metals, 
management of the Dongting Lake water, science and technology news network, 
researching and popularizing hybrid rice, etc. Unified investment companies 
or long-term planned contracts can be set up without sticking to a _ single 
pattern. Thus we can create central China's economic group on the basis of 
mutual aid and benefit, equality and self-fulfilment. 
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ECONOMIC PLANNING 


LIAOWANG LOOKS AT CENTRAL CHINA'S INDUSTRIAL SYSTEM 
Hong Kong LIAOWANG [OUTLOOK] OVERSEAS EDITION in Chinese No 


(Article by Li Yaowu [2621 5069 2976], Lecturer, Wuhan Const 
"Central China's Industrial System Basically Established" ] 


[Text] Other large economic zones are in planning in 
successive establishment of the economic zones in Shanghai 
and the formation of a cooperative zones in the southwester 
provinces and five localities. Towards this end, the most 


in the creation of a regional economic system is to put research 


Systems onto the agenda. An understanding of central 


system directly affects such things as the formulation o 
a 


Strategy, the choice of strategic goals and breakthroughs, 
ditribution of productive forces. 


The total area of central China's three provinces of Hena 
approximately 560,000 square meters. 


The appelation of these three provinces as central Chin 


because the area exhibits "central" characteristics in many 


The total aopu lat Lon is 


Conditions are quite advantageous for the development of indust 
r 


China. With respect to natural conditions, the area of fel 


advantages. Biological resources are abundant, the geol 


0 
complex, mineral resources are ample, hydrologic factors are 
et 


Water and water power resources are ample. With referenc 
considerations, the agricultural base is quite good, 
transportation are convenient, 
scattered throughout, there are ample human resources and 
strategic position. 


- 


Central China got a rather early start on modern industrializat 
the national picture. The Hanyang Steel Mill is a major sym 
start. Yet in old China, industry here was always unab] 


proper development and there was nothing to be said for the 
On the eve of the establishment of new China, the gross 
value of the three provinces was less than 1 Dillion 


commerce and trade are li 


departments were fragmented, there were no large backbone 


regional distribution was extremely uneven 
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Regional Distribution. Based on 1982 data, according to the situation in 
terms of the concentration of cities, the size of industrial output value, and 
major departments or trades, central China can be divided into 11 industrial 
areas in four sectors. 


The primary industrial zone (having an outnut value of more than 10 billion 
yuan) is the Wuhan-Huangshi industrial area. Most prominent are the steel, 
machinery, textile and food products industries. The area accounts for 20 
percent of tue industrial output value of the three provinces, constituting 
the core of central China's industrial system. 


There are two secondary industrial zones (having an output value of 5 billion 
to 10 billion yuan). The first is the Zhengzhou-Luoyang industrial area, 
cer ered around the mechanical, electric power, textiles and nonferrous metals 
ind stries. The area accounts for 13 percent of the output value of the three 
provinces. The second is the Changsha-Zhuzhou- Xiangtan industrial area, 
dominated by the mechanical, metallurgical, textile and foodstuffs industries. 
The area accounts for 9 percent of the output value of the three provinces. 
These two areas form the northern and southern wings of central China's 
industrial system. 


There are two tertiary industrial zones (having an output value of 3. billion 
to 5 billion yuan). The first is the Xiangfan-Shiyan industrial area, 
highlighted by the mechanical, electric power and light industries. The 
Output value of the whole area is 6 percent of that of the three provinces. 
The second is the Yichang-Shashi-Jingmen industrial area, where the electric 
power, petroleum and textile industries are at the fore. The area produces 5 
percent of the output value of the three provinces. These two industrial 
areas are both growing sectors of central China's primary industrial system as 
Well as rear areas with high development potential. 


There are six fourth grade industrial areas (having a general output value of 
1 billion to 2 billion yuan). Three are located in Henan Province, namely the 
Anyang-Hebi-Yima-Sanmen Gorges and the Pingding Mountain-Xuchang-Luo He areas. 
Three are in Hunan, namely the Yueyang-Yiyang-Changde area, the Shaoyang- 
Loudi,Lengshui Jiang area, and the Hengyang-Chenzhou-Yongzhou area. They are 
located in the north, west and southern sectors, respectivelv. of the two 
secondary industrial areas. They are expanding portions of the secondary 


industrial section of central China's industrial system. 


In addition there are 15 small cities spread out in every direction that are 
linked up with neighboring counties to form the core of regional industry. 


These four levels of 11 industrial zones are clearly demarcated in area, 
primary and secondary are distinct, and the general geographical configuration 
conincides with the ordered boundaries. The regional distribution of 
industries is generally rational upon reconsideration of the appropriateness 
of the specialized departments, natural resources, and socio-economic 
conditions of each province. 
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Considering that industrial output is on a strong scale, the structure of 
industrial departmeiuts is relatively coordinated, industrial enterprise 
Structure is relatively rational, and the distribution of industrial areas 
generally is consistent with the allocation of resources, one can say that the 
foundation for central China's industrial system has been established. 
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CPC SECRETARIAT, STATE COUNCIL OFFICE SPONSOR SYMPOSIUM 
HK160408 Wuhan CHANGJIANG RIBAO in Chinese 7 May 86 p l 


[Report by correspondents Yang Jie [2799 2638] and Jin Xiaozhang [6855 1321 
4545] and reporter Qin Xian [4440 0341]: "Nine Cities and Two Provinces 
Jointly Hold a Strategic Symposium on a New Type of Relationship Between Urban 
and Rural Areas in the Chang Jiang Valley"] 


[Text] The strategic symposium on a new type of relationship between urban 
and rural areas in the Chang Jiang Valley jointly sponsored by the Rural 
Policy Research Center of the secretariat of the CPC Central Committee and the 
Rural Development Research Center of the State Council closed on 7 May after a 
5-day meeting. Leading comrades and sociologists of 9 cities and 2 provinces 
including Shanghai, Nanjing, Wuhan, Chengdu, Chongqing, Jiujiang, Jiangsu, and 
Hubei attended the symposium. 


At a time when the new system of the city exercising leadership over the sur- 
rounding counties developed rapidly, the participants, in connection with the 
development of the new relationship between urban and rural areas, focused 
their discussions on the coordinated development of industry and agriculture 
between urban and rural areas, the pattern.of new relationship between urban 
and rural areas, the new problems arising from the market opened for farm and 
sideline products between urban and rural areas and the measures to be taken, 
and other issues. The 50 delegates to the symposium submitted around 60 
articles and tentative research results which made explorations on a series 
of questions concerning the development of urban and rural relations. 


--In order to establish a new relationship between urban and rural areas, it 
is necessary to first develop a commodity economy in both urban and rural 
areas. Apart from performing the functions of large cities, exerting influ- 
ence on rural areas, invigorating large enterprises, and establishing various 
multi-functional, socialized, and open economic centers, the most important 
question is to promote rural industrialization and institute a coordinated 
urban-rural industrial system. This is the principle to promote the develop- 
ment of the national economy as a whole and to enable the rural economy to 
catch up with the development of the urban economy. 


--In order to establish a new relationship between urban and rural areas, it 
is necessary to devote a lot of time and energy to unclogging the circulation 
channels for commodities. The stress should be put on opening various forms 
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Of labor, technology, funds, and material markets; eliminating the factors 
that separate urban from rural areas; smashing the old pattern in which 
barriers are erected between regions and departments; encouraging urban and 
rural economies to help supply each otber's needs; and bringing about new 
productive forces. 


--With the coordinated development of the relations between urban and rural 
areas, it is necessary to establish corresponding organs; give full play to 
the role of planned regulation, economic legislation, and market mechanism 
including taxation, credit, and pricing; and remove the barriers so that the 
cities and towns are integrated with the countryside. It is particularly 
necessaiy to take note of giving full play to the role of counties in linking 
up the relations between urban and rural areas, enhancing power at the county 
level, and implementing the contracted responsibility system in finance and 
unified management of manpower and material resources. Meanwhile, it is also 
necessary to stimulate the initiative of cities and countryside and combine 
the advantages of both urban and rural areas. 
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SOUTHWEST ECONOMIC COORDINATION CONFERENCE OPENS 
HK210221 Kunming Yunnan Provincial Service in Mandarin 2200 GMT 20 May 86 


[Excerpts] The third session of the Economic Coordination Conference of 
Sichuan, Yunnan, Guizhou, Guangxi, and Chongqing opened in Kunming on 20 May. 
There have already been two sessions of this conference, whose establishment 
was advocated and urged by Comrades Hu Yaobang and Zhao Ziyang. In the past 

2 years, under the close concern and guidance of the CPC Central Committee and 
State Council and the enthusiastic assistance and support of the central 
departments, this transprovincial open-style economic coordination organiza- 
tion has gained marked economic results. The organization of the conference 
itself has also undergone new development from form to content, displaying 
strong vitality and vigor. 


Pu Chaozhu, Secretary of the Yunnan Provincial CPC Committee and chairman of 
the third session of the conference, presided and delivered the opening speech 
on 20 May. He said: This session is being held at an important moment when 
the people of the whole country are studying and implementing in the reform 
spirit the Seventh 5-Year Plan. It is being held amid a new situation in 
which lateral economic ties are showing extensive growth. The state's 

Seventh 5-Year Plan explicitly lists the southwest as a national grade-one 
economic zone. This is a tremendous encouragement for us. 


Pu Chaozhu stressed: This session must take as its guiding ideas the basic 
spirit of the Seventh 5-Year Plan, and the spirit of the speech of Comrade Hu 
Yaobang at the Nanning conference and the speech of Comrade Zhao Ziyang on 
persevering in reform and developing lateral economic ties. The session must 
coatinue to implement the official written reply of the State Council on the 
report of the second session of the conference. On the basis of summing up 
the experiences of the first and second sessions, we should further implement 
the guideline of reliance on our own efforts, the organization of joint under- 
takings, state assistance, and common efforts to invigorate the economy, and 
the principle of voluntariness, equality, and mutual benefit. We should have 
consultations and discussions on a number of major strategic issues of common 
concern to the five parties and promote the development of lateral economic 
ties and cooperation between them. 


Comrade Pu Chaozhu announced that in accordance with the application of the 
Xizang Regional CPC Committee and People's Government, after examination and 
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decision by the delegations, it has been unanimously agreed that the Xizang 
Autonomous Region should join the Southwest Regional Economic Coordination 
Conference. We welcome then. 


Liao Bokang, chairman of the second session and secretary of the Chongqing 
City CPC Committee, then delivered a speech reviewing and previewing the con- 
ference. Yu Hanqing, deputy secretary of the Chongqing City CPC Committee, 
gave a summation of work in the 1 year since the second conference. (Bao 
Yongkang), secretary general of the meeting and secretary general of the 
Yunnan Provincial People's Government, gave a report on the preparations for 
the third session. 


The opening of the session was attended by Pu Haiqing, leader of the Sichuan 
delegation and vice governor, and deputy leaders of the delegation; He Zhiqiang, 
leader of the Yunnan delegation, deputy secretary of the provincial CPC Com- 
mittee and governor and deputy leader, Vice Governor Chen Liying; Wang Chaowen, 
leader of the Guizhou delegation, deputy secretary of the provincial CPC Com- 
mittee and governor, and deputy leaders of the delegation; Wei Chunshu, leader 
of the Guangxi delegation, deputy secretary of the regional CPC Committee and 
chairman of the regional government, and deputy leaders of the delegation; 

Wang Ye, leader of the Chongqing City delegation and vice mayor; (Sha Desheng), 
a representative of the Xizang Autonomous Region and director of the regional 
economics office; Wang Qian and Gao Yang, members of the Central Advisory 
Commission; Ma Hong, chief executive of the State Council's Development Re- 
search Center and a well-known economist; and leaders and representatives of 

34 central and State Council departments and commissions including the Research 
Office of the CPC Central Committee Secretariat, the NPC Finance and Economic 
Commission, the NPC Nationalities Affairs Commission, the Teaching and Research 
Section of the State Council General Office, and the State Council's Economic, 
Technological, and Social Development Research Center. Ge Hua, a representa- 
tive of Hunan Province, also attended by invitation. 
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SICHUAN, YUNNAN MAKE ECONOMIC, TECHNOLOGICAL PROGRESS 
HK211105 Chengdu Sichuan Provincial Service in Mandarin 0930 GMT 20 May 86 


[Text] Since the second session of the conference of four provinces and 
regions and five areas, both Yunnan and Sichuan have made progress in economic 
and teclmological cooperation and exchange. The development is both intensive 
and extensive. The two provinces have been involved in over 600 cooperation 
projects, the greatest number among the participants in the conference. 


The cooperation between Sichuan and Yunnan is diverse and comprehensive. In 
addition, its rate of success has attracted wide attention. The major item 
includes joint development of lead and zinc ores and coal, while the gencral 
ones include tannery, sugar refining, reeling off raw silk from cocoons, 
shipping, glass fibre tile, plywood, marble processing, and brewery. Although 
these items are small in scale, they conform to the conditions of the two pro- 
vinces. One of the parties can undertake them when the other party needs them. 
Although the investment sum is small, the projects can bring good economic 
results and are marked by the characteristics of being short-terms, requiring 
a small investment sum, and bringing quick results. 


The fact that Sichuan and Yunnan started the cooperation activities in forest 
areas on the western part of the provinces is a further development of the 
lateral economic ties between the two provinces. While developing the areas 
and cooperation, the two provinces actively promote cooperation in shipping 
and technology. The number of technological cooperation projects reached by 
the two provinces accounts for over 60 percent of the total number of projects. 
Sichuan is exporting more and more technological items to Yunnan. This bene- 
fits the development of Yunnan and brings income to Sichuan, thereby accom- 
plishing the goal of mutual benefit. 


Sichuan helped Luliang County in Yunnan establish eight town and township 
enterprises, which earned over 600,000 yuan in profits last year alone. The 
(Yongtang) Sugar Refinery at Yongde County, Yunnan, was an enterprise which 
had suffered losses for 4 consecutive years. After reaching a technological 
cooperation project on production with Dayi County Sugar Refinery, it signed 
a 3-year agreement on a production technology joint venture. Therefore, 
(Yongtang) was able to turn losses into profits. Previously, it had suffered 
annual losses of 300,000 yuan, but it now earns 400,000 in profits and has 
gross profits of 700,000 yuan. 


98 














In the course of cooperation, both parties also attach importance to carrying 
forward their own styles as well as the communist spirit of cooperation. The 
Yuxi Cigarette Factory in Yunnan helped the province's Xichang and Dechang 
Cigarette Factories solve problems concerning raw materials and techniques for 
flue-cured tobacco. It also helped them develop new products and improve 
their product quality. 


An enterprise at (Supo) Town in Jinniu District, Chengdu, and an enterprise at 
(Lubiao) District, Kunming, jointly run a plaster splint factory. According 
to the agreement, the enterprise at (Supo) Town should have made 320,000 yuan 
in profits last year, but since (Lubiao) District was affected by a natural 
disaster during the period, the enterprise voluntarily donated its profits to 
the district to develop production. 


/12712 
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7 CITIES, PREFECTURES FORM COOPERATION REGION 
HKO71119 Wuhan HUBEI RIBAO in Chinese 25 Apr 86 p 1 


[By reporter on probation Li Mingzhao [2621 2494 3564]: "Seven Cities and 
Prefectures in Hubei, Henan, Sichuan, and Shaanxi Set Up an Economic and 
Technological Cooperation Region--Break the Bounds of Administrative Regions 
and Promote Lateral Economic Combinations"] 


[Text] On 21 April, representatives of the seven prefectures and cities in 
the continguous zone of :ilubei, Henan, Sichuan, and Shaanxi Provinces reached 
an agreement in Xiangfan City to formally set up and more frequent. 


The cooperation region will engage mainly in the following: 


--Industrial combinations. In the light of their individual strong points, 
enterprises in each prefecture and city should employ various forms to develop 
jointly famous-brand, fine-quality, and marketable products; high-technology 
products; export products that can earn foreign exchange; high-priority 
agricultural, sideline, and mineral products; and products that can cut down 
energy consumption and jointly develop coordinated transport and communica- 
tions. 


--Scientific and technological cooperation. Networks of technology develop- 
ment, information exchange, measurement and testing, and personnel exchange 
will be set up in the whole cooperation region, and priority will be given 
to the arrangement of the flow of talented people in every prefecture and 
city within the region. 


--Trade combination. The cooperation region will hold an overall materia: 
fair once a year, and every specialized department in the region will in- 
definitely hold various goods-ordering, goods-selecting, and goods- 
redistribution fairs, and so on. Commercial enterprises in every prefecture 
and city will work in coordination to carry out activities like holding 
exhibitions, opening up shops, setting up display windows, developing compen- 
satory trade, and so on, and set up multipurpose or specialized transregional 
and transprovincial substantial companies. 


100 








--Information exchange. 
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HEILONGJIANG SECRETARY INSPECTS GRASSROOTS UNITS 
SK150741 Harbin Heilongjiang Provincial Service in Mandarin 2100 GMT 14 May 86 


[Text] In his recent investigation tour to the grassroots areas, Su1 Weiben, 
secretary of the provincial CPC Committee, repeatedly put the stress on strict- 
ly and earnestly implementing economic policies and carrying out economic 
contracts and the contracts for purchasing farm and sideline products in order 
to gain the confidence of the people and to protect the enthusiasm of the 
starcf members, workers, and the peasants. Sun Weiben also called on leading 
cadres at all levels to show more concern for the reform in the circulation 
field. 


He said: At present, the circulation field has become a link between the 
urban and rural economic reforms. The urban and rural economic reforms and 
the production development have set forth many new tasks for the circulation 
field, and have urgently required us to carry out appropriate circulation 
reform. Our province has made progress and achievements in this reform, but 
the current circulation system is not perfect enough due to the fact that the 
new circulation system has not been set up yet. Owing to serving the state 
monopoly purchasing and marketing system for a long period of time, some 
departments have still failed to adapt themselves to the development of com- 
modity economy in terms of their management systems, working personnel's 
thinking, weik methods, and material facilities. If we fail to solve this 
problem, the urban and rural economic reforms and the production development 
will be affected. 


Sun Weiben pointed out: All localities should pay full attention to maintain- 
ing the e*ability and continuity of the economic policies and to guarding 
against the practice of making unpredictable changes in the policies. The 
policies on circulation are directly related to the economic benefits of the 
masses. The portions of farm and sideline products more or less than the 
amounts fixed in the purchasing contracts should be handled strictly in ac- 
cerdance with the policies. Such practices as inventing all sorts of names 
to purchase the above-quota portions by forcing the peasants or not to pur- 
chase them should never be allowed. Otherwise, our policies wiil not stand, 
we will lose the confidence of the people, and the enthusiasm of the masses 
will be dampened. It is difficult to revive the people's enthusiasm once it 
is dampened. We must keep this firmly in mind. Grain and commercial depart- 
ments and the enterprises should make efforts to master the method of handling 
affairs according to the economic law; persistently pay attention to the 
interests of the masses and production; take the whole situation into consider- 
ation; and pay attention to social effects. 
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ECONOMIC MANAGEMENT 


JIANGXI TO BORROW MONEY TO BOOST CONSTRUCTION 
HK211340 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0151] GMT 21 May 86 


[Text] Nanchang, 21 May (ZHONGGUO XINWEN SHE)--Jiangxi provincial governor 

Ni Xiance has said that his province has decided to borrow money for construc- 
tion so as to build Jiangxi into an important commodity grain base, food base, 
and a production base for nonferrous metal and building materials for the 
whole country and for the Shanghai Economic zone. 


He said this yesterday at a seminar on the development strategy for the 
Shanghai economic zone. The seminar was held in Shangrao City, and was at- 
tended by some 150 people from various provinces and the municipality of this 
economic zone. 


Ni said: Trying to conduct production and construction without borrowing 
money is a practice of the self-supporting small-scale peasant economy, and 
this will prevent us making remarkable achievements. 


He said: Last year, Jiangxi Province concluded more than 1,700 cooperation 
contracts of all kinds and introduced 110 million yuan of external funds. 
Among other things, 48 joint investment and cooperation projects with foreign 
companies have been approved by the state authorities, and they brought in 
$32 million in foreign funds and enabled the province to import equipment and 
technologies worth $64 million. The imported equipment and funds will enable 
the province to increase its annual output value by 260 million yuan and in- 
crease its tax and profit contributions by 50 million yuan. He said: 
Practice has shown that using foreign funds and giving part of the equity to 
foreign companies in construction will not harm our own interest but will just 
help accelerate our construction in the long run. 


Ni Xiance reiterated that Jiangxi's principle for construction is "to emanci- 
pate people's minds, open up the door, handle economic relations on the basis 
of mutual benefit, and give some interests to outside cooperating partners.” 
He said his province will give rore preferential treatments co ccoperating 
partners from other provinces or from foreign countries. 


Jiangxi Province is located at the meeting point of Central China and Southeast 
China. The province is rich in mineral resources. Jiangxi has 126 of the 
world's 160 types of mines, and the reserves of 76 types of mines in Jiangxi 
have been discovered through geologicai prospecting. The reserves of 12 types 
of mines rank first in the country. 
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BRIEFS 


XINJIANG UTILIZING FOREIGN CAPITAL--The region has scored remarkable successes 
in utilizing foreign capital. As of this moment, the region has 29 contracts 
with foreigners involving a total foreign investment of over $76 million. Of 
these, 16 projects have been put into operation. Over the years, the region 
proceeded from reality and adopted various special and preferential measures 
for investment and cooperation projects. Through the methods of joint ven- 
ture, cooperation, compensation trade, export credit and leasing, the region 
negotiated business with foreign businessmen from 21 countries and regions. 
Trades utilizing foreign capital include the petro-chemical industry, animal 
husbandry production, mineral resources development, and processing of non- 
ferrous metals and non-metal materials, in addition to metallurgy, textile 
industry, food processing, agricultural production, and the processing of 
native and animal husbandry products. Most projects that are put into opera- 
tion bring about good economic results. In 1983, the August First Sugar 
refinery in Shihezi used loans granted by (Gong Nong) Company to import key 
equipment such as a beet squeezer. It also used the loans to build a dried 
beet workshop and used the revenue earned from selling the dried beet to repay 
the loans within a year. Now this workshop can earn over $1.5 million of 
foreign exchange a year for the state. [Excerpt] [Urumqi Xinjiang Regional 
Service in Mandarin 1200 GMT 19 May 86 HK] /12712 


HENAN DEVELOPS COOPERATIVE ORGANIZATIONS--Zhenping County has rapidly develop~ 
ed cooperative economy in the rural areas. By the end of April, the county 
had set up a total of 1,849 cooperative economic organizations with 29,300 
participants. The average income per person was 60 percent higher than for 
ordinary peasants. This county has promoted a variety of rural cooperative 
economic organizations. There is cooperation based on manpower and technolo- 
gy; cooperation based o. contracting to run state-owned and collective enter- 
prises; and temporary and seasonal loose joint undertakings. These coopera- 
tive organizations have provided jobs for a large number of surplus laborers 
and mopped up idle capital in society. They have provided serialized services 
for commodity production. (Dalongyao) village of (Mazhuang) township set up a 
plastics processing joint company with seven subordinate specialized branch 
companies. The company has organized a cvnplete process of production, supply, 
and sales. Its output value has grown rapidly. The majority of peasant 
households in (Wangzhao) village of (Chenjiao) township are engaged in fur 
processing. By organizing cooperation in purchase and sales, the majority of 
households have increased their income in less than 1 year. Over 100 house- 
holds now have savings deposits exceeding 3,000 yuan, accounting for one-third 
of the village's total deposits. [Text] [Zhengzhou Henan Provincial Service 
in Mandarin 2200 GMT 19 May 86 HK] /12712 
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FINANCE AND BANKING 


GUANGDONC PEOPLE'S CONGRESS HOLDS PLENARY SESSION ON BUDGETS 
HK220935 Guangzhou Guangdong Provincial Service in Mandarin 0900 GMT 21 May &€@ 


[Text] In 1985, the province's financial revenue sharply increased and total 
revenue was greater than expenditure, so that there was a surplus. According 
to the 1986 draft budget, provincial finan:‘.1 revenue and expenditure will 
be increased and will be basically balanced. 


The above was revealed at the plenary session of the fifth session of the 
Sixth Provincial People's Congress. The plenary session was presided over by 
(She Yue), executive chairman of today's session and vice chairman of the 
provincial People's Congress Standing Committee. Entrusted by the provincial 
government, He Xian, chairman of the provincial Planning Commission, and (Ling 
Dengyun), a director of the provincial Financial Department, delivered reports 
to the deputies on the draft of the 1986 national economic and social develop- 
ment plan, on the draft of the 1985 final accounts, and on the 1986 budget. 


In his report, He Xian said: In connection with the arrangements of the draft 
plan, the province's gross industrial and agricultural output value and GNP 
value for this year will be 9 percent higher than iast year. The national 
income will be 8.3 percent more than last year. 


In his report, (Ling Dengyun) said: Last year the province's financial 
revenue totalled some 6,927 million yuan,while its expenditure was some 6,674 
million yuan. The surplus was some 264 million yuan, thereby successfully 
accomplishing the 1985 budget. This year, the draft plan's amount of revenue 
and expenditure is respectively 7.85 and 7.84 percent more than last year. 
The aim is to strive to baiance the accounts. 
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GUANGXI ISSUES REGULATIONS ON USE, CONTROL OF PREPAID FUNDS 
HK211601 Nanning Guangxi Regional Service in Mandarin 1000 GMT 20 May 86 


[Text] In order to help the counties and cities receiving financial subsidies 
to get rid of poverty and become better off as soon as possible, the regional 
people's government recently issued provisional regulations on the use and 
control of prepaid working funds of financial subsidies. 


The regulations stipulate that those counties and cities which are able to 
support themselves financially before 1989 may, based on their demand for 
funds, submit annual expenditure plans to the regional finance department for 
projects examined and approved by the regional authorities. The regional 
finance department may, based on the expenditure plans of the relevant coun- 
ties and cities and the progress of the relevant projects, allocate funds to 
the counties and cities within the limit of financial subsidies granted to 
them, until all the funds which should be allocated to the counties and cities 
in 5 years have been allocated. As for those counties and cities which are 
unable to support themselves financially before 1995, the people's governments 
of the counties and cities may apply to the regional finance departments for 
prepaid working funds of financial subsidies in production and construction 
projects examined and approved by the regional authorities. The regional 
finance department may, based on the investment amount in the approved pro- 
jects and the progress of the projects, allocate funds to the relevant coun- 
ties and cities within the limit of the financial subsidies granted to them. 


The regulations read that the heads of the counties and mayors of the cities 
of which use prepaid working funds of financial subsidies must, according to 
the relevant stipulations of the regulations, sign responsibility contracts 
with the provincial finance department on behalf of the people's governments 
of the counties and cities. The contracts should clearly define the responsi- 
bility, power, and interests of each party and serve as a basis for examina- 
tion and assessment. In case the contracts are violated and the funds are 
improperly used, the relevant departments have the right to rectify the mis- 
take, to stop allocating funds, and to recover the allocated funds. 


The regulations also make explicit stipulations on specific matters related 
to the use of prepaid working funds of financial subsidies. 
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In its circular issuing the regulations, the regional government pointed out 
that issuing prepaid working funds of financial subsidies to the counties and 
cities receiving financial subsidies is an important measure to help the 
counties and cities exploit local natural resources, develop the economy, and 
support or basically support themselves financially. The people's governments 
of the counties and cities concerned must seriously study the matter, make 
unified plans, and implement measures. 
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FINANCE AND BANKING 


SHANXI FINANCIAL OFFICIAL REPORTS ON 1985 ACCOUNTS, 1986 BUDGET 
HK211545 Taiyuan Shanxi Provincial Service in Mandarin 2200 GMT 20 May 86 


[Text] On 8 May, Yan Yuansuo, director of the provincial Finance Department, 
delivered a report to the fourth session of the sixth provincial People's 
Congress on the province's final accounts for 1985 and budget for 1986. The 
report was divided into three parts: 


1. The province's final accounts for 1985: The province's revenue for 1985 
was some 4.39 billion yuan, and its expenditure was 3.55 billion yuan. The 
province's revenue and expenditure for 1985 was balanced with a slight surplus. 


2. The province's budget for 1986: The year 1986 is the first year of the 
Seventh 5-Year Plan. Making a good budget for this year is of great signi- 
ficance. The principle for making this year's budget is that we must bring 
into play the functional role of finance departments, continue to maintain 4 
steady growth in the province's revenue on the basis of promoting production 
and improving economic results; further reform and perfect the finance and 
taxation system in accordance with the requirements of consolidation, diges- 
tion, supplement, and improvement; serve economic structural reform and other 
reforms even better; promote technological exploitation and advancement; 
further develop education, science, and public health; reasonably increase 
agricultural investment; enliven the rural economy; continue to improve the 
living standard of urban and rural residents; do our utmost to improve finance 
and taxation management; enforce financial and economic discipline; oppose 
extravagance and waste; and ensure the fulfillment of the task for the 
province's revenue and expenditure. 


3. Fight for the fulfillment of the province's budget for 1986. The report 
put forth the following measures: 1) We must continue to put reform above all 
and vigorously promote lateral economic ties. 2) We must strengthen business 
management, improve economic accounting work, and do still better in turning 
losses into profits and in technological transformation. 3) We must reason- 
ably distribute funds and strictly control and reduce expenditures. 4) We 
must further strengthen taxation management and do our best to increase finan- 
cial revenues. 5) We must strengthen financial supervision and continue to 
grasp taxation and financial examination, so as to ensure the smooth progress 
of the reform and the healthy development of the national economy. 
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MINERAL RESOURCES 


DISCOVERY OF LARGE GOLD MINE IN GUANGDONG REPORTED 
Hong Kong WENHUI BAO in Chinese 18 Mar 86 p 3 


[Text ] An important breakthrough has been made in Guangdong's’- gold 
prospecting. Within te Hetai Mining Area of 40 sqm in Gaoyao County, 
Zhaoqging Prefecti.re, in western Guangdong, a large gold deposit has been 
verified and 57 mineral veins of gold have been discovered. Seventeen of 
these veins are of industrial value. 


An official of Guangdong Provincial Geological and Mining Department said that 
the large gold mine in Hetaigaocun, already verified, is over 1 km in length, 
and the gold content of the ores is one- to twofolyv higher than the grade 
required for industrial exploitation. Besides, it can be easily extracted. 
This deposit is now ready to be designed for exploitation and will be put into 
operation in the near future. Furthermore, in an area of more than 1,300 sq 
km at the fringe of the Hetai Mining Area, many gold anomalies have been 
discovered with geochemical methods, including 29 1:10,000 geochemical 
anomalies and 22 i:50,000 stream sediment anomalies, all showing promising 
mining prospects. 


According to some person in the geological department of Guangdong, the 
mineral veins of the Hetai gold mine belong to an altered rock deposit of a 
typical crushed zone similar to the Jiaojia gold mine deposit in Shandong. 
This discovery is of great significance to further large-scale gold 
prospecting in Guangdong. 


As we understand, nearly 20 gold deposits and 1,000 gold points have been 
verified in Guangdong, and more than 380 such mines are located in western 
Guangdong. 
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Map showing location of Gaoyao County 




















Key: 


Hatched area on left side: Zhaogqing Prefecture 
Light shaded area: Foshan Prefecture 


1. Gaoyao County 
2. Zhaoqging City 
3. Qixingyan 

4, Foshan City 

5. Jiangmen City 
6. Guangzhou City 
7. Xijiang 
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MINERAL RESOURCES 


BRIEFS 


HEILONGJIANG'S GOLD MINES--According to a recent statement of Heilongjiang's 
Governor Hou Jie [0186 2212], foreign traders are welcomed in the province for 
joint ventures in gold mining. He said: Heilongjiang's gold deposits rank 
second in the country and planning is now underway for two mines to be 
exploited by joint ventures with foreign traders. One of them is the Fukeshan 
Placer Gold Mine located in Gulian Township, Mohe County which is accessible 
by highway. The volume of placer gold deposits is 16,500 cubic meters and the 
average grade is 0.299993 gram/cubic meter, mostly in the form of long frozen 
ores. This will be a new mine to be exploited for 12 years with foreign 
cooperation. The other is the Laogou Placer Mine of Mohe, located in 
Xiaojingou Township of Mohe County. The mine site is 45 km north of Xilinji 
Railway Station and 40 km south of Mohe Town, also accessible by highways. 
The mine has a 100-sheng gold-mining boat and the new productive capacity is 
planned to be 6,500 liang a year. According to Governor Hou Jie, any foreign 
trader interested in these two projects can directly contact the Heilongjiang 
Gold Company of the Ministry of Metallurgical Industry. [By Li Zhou [2621 
1558] [Text] [Chengde JINGJI XIAOXI in Chinese 25 Feb 86 p 2] 9411 


DEVELOPMENT OF NONMETALLIC MINERALS--According toa recent statement of 
General Manager Zong Benmu [1350 2609 2606] of China Nonmetallic Mineral 
Industry Corporation, China will take full advantage of its superior 
nonmetallic mineral resources and promote its national economic development by 
exploiting and exporting its marble, granite, barite, graphite and other 
mineral products. He said: China will establish three export bases for talc 
products in Liaoning, Shandong and Guangxi; three export bases for graphite 
products in Shandong, Heilongjiang and Nei Monggol; and a number of developing 
and processing bases for granite and marble in Shandong, Shanxi, Sichuan, 
Fujian, Guangdong and Henan. To accelerate the development of its nonmetallic 
mineral industry, China will invest 530 million yuan in capital construction 
for this industry and for the technical transformation of the existing 
enterprises. Besides making its own investment, it will also adopt 
preferential policies similar to those used in the SEZ' to attract foreign 
funds for the development of its nonmetallic resources and to encourage 
foreign traders to open their own enterprises, to form joint ventures, or to 
undertake cooperative production, compensatory trade and so forth in China. It 
will also import advanced technologies and some key equipment for mining and 
processing mineral products. [Text] [Chengde JINGJI XIAOXI in Chinese 
28 Feb 86 p 2) 9411 
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INDUSTRY 


PROVINCIAL BUILDING MATERIALS INDUSTRY DISCUSSED 
Development in Hebei 


Beijing ZHONGGUO JIANCAI [CHINA BUILDING MATERIALS] in Chinese No 3, 13 Mar 86 
pp 32-33 





[Article by Cao Tianping [2580 3944 1627] and Xu Bingzhan [1776 4426 0594] of 
Hebei Provincial Building Materials Bureau: "Hebei's Rapidly Developing 
Building Materials Industry"] 


[Text] Hebei's building materials industry is not only a great asset to the 
province, but also an important industry in China. Its special features are 
as follows: 


Rich Resources, Long History 


Hebei has very rich building materials and nonmetallic mineral resources. 
Their verified deposits in 1984 were as follows: cement limestone, 
1,144,699,000 tons; hyaline quartz, 50,000,000 tons; asbestos, 420,000 tons; 
marble, 50,000,000 cubic meters; gypsum, 694,099,000 tons; porcelain clay, 
8,660,000 tons; zeolite, 86,230,000 tons; and natural oilstone, 1,150,000 
tons. In addition, there are deposits of pearlite, basalt, roselite, 
graphite, mica and kaolin of certain amounts. There is great potential for 
the discovery of new minerals and the expansion of prospective reserves. 


Hebei has not only abundant building materials resources, but also a long 
history of their preduction. The first modern industrial enterprises to 
produce plate glass and sanitary ceramic wares, namely, the present Yaohua 
Glass Plant of Qinhuangdao (built in 1922 and completed in 1924) and the 
Tangshan Ceramic Plant (built in 1914), are both in Hebei. The Laiyuan 
Asbestos Mine in Heibei also has a history of more than 60 years. These 
enterprises not only have a long history, but also are large with a _ solid 
technical foundation. They have made great contributions in training and 
supplying technical personnel for national construction. 


Developed Production, Advanced Technology 


Hebei's building materials industry has undergone great development since the 
founding of New China. In 1984, the annual cement output reached 7,770,000 
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tons, 6.5 percent of the national total. The monthly output now is six to 
seven times that of the period shortly after the founding of the People's 
Republic. Plate glass output has reached 6,780,000 cases, a 16-fold increase 
and one-eighth of the national total. The output of sanitary ceramic wares 
has reached 2,840,000 pieces, more than 600 times that of the early post- 
liberation period and amounting to 50 percent of the national total. The 
total output value of building materials in the province has reached 1.7 
billion yuan, an increase of more than fortyfold. There are 2,753 building 
materials enterprises of 11 branches engaged in the production of cement and 
cement products, glass and glass fiber, sanitary wares, bricks and tiles, 
ash, sands, stones, asbestos products, cast stones, construction machinery, 
and other new building materials, and in the extraction and selection of 
nonmetallic minerals. These enterprises produce more than 150 varieties of 
products and have formed a multi-branch, multi-variety and multi-level 
building materials production system. 


Great progress has been made in the industry's technology. In 1969, a 
[liboer] kiln was imported from East Germany and the Handan Cement Plant was 
built with a productive capacity of 1,200,000 tons. In 1980, a _ production 
line with the use of a rotary kiln and a precalcinator of the 1970's vintage 
was imported from Japan, and China's first large, modern Qidong Cement Plant 
was built. In December 1984, only slightly more than 2 years later, this 
plant was put into operation with a designed capacity of 1,290,000 tons of 
portland cement a year. The Yaohua Glass Plant of Qinhuangdao has continued 
to improve its production technology after several large-scale technical 
transformations, and its production is now basically mechanized. In 1983, it 
set up three Fourcault process production lines with an annual productive 
capacity of 1.5 million cases. In 1985, again, it built a float process 
production line with an annual productive capacity of 2.5 million cases. The 
Tangshan Ceramic Plant and the Tangshan Building Ceramic Plant have totally 
discontinued the use of downdraft kilns of the 1930's and replaced them with 
tunnel kilns. For the forming of sanitary wares, pipes are used for vacuum 
Slip casting and drain casting. For the forming of glazed bricks, the 
technology of spray drying and the automatic press imported from the FRG are 
now used for continuous production. Successful experiments have also been 
made in the new technology of quick firing at low temperature for 
wollastonite. These experiments have paved the way for further advancement in 
the technologies of production. 


Three Highly Competitive Products of Building Materials Bases 


The resources of Hebei's building materials are mainly concentrated in 
Tangshan and Qinhuangdao which have become the bases of cement, plate glass 
and sanitary wares in the province. In Tangshan, the productive capacity of 
cement is more than 3 million tons, one-third of the provincial output. The 
output of sanitary wares accounts for 51 percent of the provincial total and 
more than 80 percent of the national exports. In Qinhuangdao, the productive 
capacity of the glass industry already reached 6 million cases in 1984 and may 
rise to 10 million cases in 1986. It will then be China's largest glass base. 


Hebei has not only high output, but also top quality for its cement, plate 
glass and sanitary wares. These products are well known at home and abroad as 
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the "three highly competitive products" of Hebei. The Shengli-brand ceramic 
sanitary wares of Tangshan Ceramic Plant won a state silver medal in 1980, 
while the Sanwan-brand enamelled bricks of the Tangshan Municipal Building 
Sanitary Wares Plant and the Shengli-brand 22-inch ceramic sinks won silver 
medals in 1982. The "Horse-brand" portland cement made from lava and produced 
by Tangshan's Qixin Cement Plant won gold medals in many grand exhibitions 
held at home and abroad and, after 1981, again won national silver medals. 
The plate glass of Qinhuangdao's Yaohua Glass Plant occupied the top rank in 
the country for 7 consecutive years after 1978, and its specially chosen glass 
produced with the double-roller method, won a national silver medal in 1984. 
Up to that year, 5 products of Hebei's building materials industry won 
national silver medals, another 5 won the title of fine-quality products from 
the ministry and 15 won the same title from the province. 


Future Economic Development 


Despite its remarkable development, the quantity, quality and varieties of 
products in Hebei's building materials industry is still far from adequate for 
the modernization program. The provincial party committee and the provincial 
government have attached great importance to the development of this industry 
and have listed this as a priority item in their present planning as well as 
their future development strategy. To accelerate its development and to fully 
exploit its superior resources, everyone on the building materials front of 
the province is now earnestly implementing the principle of developing the 
building materials industry on a mass basis and arousing the enthusiasm in 
various quarters for the development at various levels and in various 
locations, various economic forms and various modes of business operation. 
They are also further promoting the technical advancement and transformation 
for the existing enterprises, attending to the construction and the advance 
work of the key projects, and laying a foundation for the future takeoff of 
the building materials industry in the province. 


Our objective is to develop Hebei's building materials industry into a 
"pillar" industry of great vitality and to turn the provincial base of this 
industry into a national base. With the improvement of economic results as a 
prerequisite, we will strive to quadruple the total output of building 
materials ahead of schedule. 


Development in Shandong 


Beijing ZHONGGUO JIANCAI [CHINA BUILDING MATERIALS] in Chinese No 1, 13 Jan 86 
pp 28-29 


(Article by Sun Danhua [1327 0030 5478], secretary of Shandong Provincial 
Building Materials Bureau Party Committee, and Li Huaizhen [2621 2037 6297], 
Director of Shandong Provincial Building Materials Bureau: "Shandong's 
Developing Building Materials Industry" ] 


[Text] Shandong's building materials industry is now developing briskly. At 
the end of 1984, there were already 4,286 building materials enterprises in 
the province, including 359 above the county level and with an total output 
value of 1.7 billion yuan. The province produces 118 different products. The 
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output of marble, granite, diamond, and graphite ranks first in the country, 
while that of talc, cement and plate glass ranks second, third, and fourth 
respectively. It has become an important producing area for the building 
materials industry in China. 


How did this industry develop in Shandong? 
Development by Relying on Mass Effort 


Shandong's building materials industry was developed by relying on the 
enthusiastic support of the localities and departments and through the use of 
local material and financial resources. 


With regard to the sources of funds, only 20 percent the fixed assets, 1 
billion yuan in value, of some 300 building materials enterprises above the 
county level in the province came from the state budget and from the 
province's investment in the "five small" industries, while the funds for the 
remaining 80 percent were raised by the localities and the enterprises 
themselves. 


As for the composition of enterprises, only 309, 7 percent, of the 4,286 
building materials plants and mines belong to the building materials system, 
while the remaining 93 percent were built by the metallurgy, coal, chemical, 
and power industries and by the township and town industry departments. 


As for the industrial output value, the enterprises within the system 
contributed only 626 million yuan, 35.8 percent of the provincial total of 1.7 
billion yuan in 1984, while the remaining portion of nearly two-thirds was 
created through the collective efforts of various trades and undertakings. 


Now let us look at the output of various products. In 1984, the total cement 
output of the province was 9.23 million tons, of which, 58 percent belonged to 
the building materials system; that of plate glass was 2.44 million cases, of 
which, only 10.2 percent belonged to the system; and 28.3 billion bricks, of 
which, only 4 percent belonged to the system. Thus more than half of the 
output was created by the localities and the different departments. 


Practice has proved the effectiveness and correctness of the principle of 
advocating and supporting the reliance on mass efforts as a means of 
accelerating the development of the building materials industry. 


Transforming and Tapping the Potential of Old Plants 


Since the 3d Plenum of the 11th CPC Central Committee, the building materials 
departments in various parts of Shandong have concentrated their efforts in 
transforming and tapping the potential of the old plants for their intensive 
growth. Priority was given to the technical transformation of the cement and 
g.ass plants. 


From 1979 to 1984, 96 indigenous and ordinary vertical kilns of the 125 local 
cement plants were converted into mechanized vertical kilns. At the same 
time, more than 100 sets of small old-style ball mills of poor economic 
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results were replaced by large and highly-efficient ones, and more than 200 
sets of machinery in support of the mechanized production lines were 
renovated, thus enabling the cement industry to develop its production through 
technical advancement. In 5 years, the local annual output of cement in the 
province was increased from 4.08 million tons to 7.99 million tons, the 
proportion of up-to-standard cement was raised from 83 percent to 98.5 
percent, the consumption of standard coal for each ton of clinker was reduced 
from 155 kg to 143.17 kg, and the total profits increased 1.3-fold. 


In the production of plate glass, two key plants had their three-machine kilns 
converted into six-machine kilns, and their two-machine kilns converted into 
four-machine kilns. Five small plants were transformed and their arnual 
output increased from 700,000 cases to 2,440,000 cases. 


The nonmetallic minerals and other local building materials also underwent new 
development with improved quality through transformation and potential 
tapping. 


In these 5 years, 6 different products won national silver medals for their 
fine quality, 26 products were rated by the ministry and 38 others by the 
province as fine-quality products. 


Superior Resources Turned Into Economic Assets 


Shandong has rich resources of building materials and nonmetallic minerals. 
Since the founding of the People's Republic, the province has discovered 
through excavation 45 types of minerals in nearly 1,000 mineral points. 


"Develop products, increase supplies" is the motto inspiring the localities in 
Shandong to develop the building materials industry. From 1979 to 1984, the 
number of building materials varieties increased from 65 to 118, the number 
exported increased from 14 to 20, and the foreign exchange thus earned 
increased from $8.86 million to $25.25 million. 


In a further step to turn these superior resources into economic assets, the 
building materials industry department of Shandong has the follcowing five 
plans for the nonmetallic mineral products during the Seventh 5-Year Plan 
period: 


First, a fairly large increase in the varieties to be developed. In addition 
to graphite, talc, gypsum, feldspar, mica, asbestos, marble and granite, such 
new products as hyaline quartz, bentonite, fluorspar and barite will also be 
developed. 


Second, the establishment of production bases for key products. With the 
Nanye Graphite Mine as the center, a graphite production base will be 
established; and with the marble mine in Yexian County as the foundation, 
Qingdao, Jinan, Pingdu and Xixia will be jointly organized into a production 
base for marble, granite and slate. 


Third, a fairly significant readjustment in the product mix. There will be a 
shift from the production of mainly raw materials to intensive processing. 
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The quality of the major products will be up to, or approach the advanced 
internationel standards. In 1990, the output value of processed nonmetallic 
minerals should amount to more than two-thirds of the total output value of 
nonmetallic minerals. 


Fourth, a fairly large increase in export products. The number of varieties 
of products for export will be increased from 20 at present to 35 in 1990, and 
the foreign exchange earnings from this source will be increased from $26 
million to $40 million. 


Fifth, a marked improvement in economic results. In 1990, the total output 
value of nonmetallic minerals and their manufactured products in the province 
will be increased from the present 130 miliion yuan to more than 300 million 
yuan, and the taxes and profits for the state should be increased from 25 
million yuan to 60 million yuan. 


Development Accelerated During Reform 


In the past several years, the building materials departments in various 
localities of Shandong have actively carried out the reform in the 
decentralization of authority and the adoption of flexible policies, and 
thereby accelerated the development of the building materials industry. 


First, the structural reform and the extensive lateral economic and technical 
cooperation. The municipal building materials department of Yantai has signed 
agreements with the relevant units in the country on 53 projects of economic 
and technical cooperation and brought in 17 items of scientific research 
achievements, which have prepared the way for increased exports. 


Second, decentralization of authority and adoption of flexible policies to 
Support the building materials enterprises. While delegating more authority 
to the enterprises under its jurisdiction, the provincial building materials 
bureau has also relaxed its control over production planning and price 
control. The number of products originally planned by the province is now 
reduced from 37 to 27. With the exception of cement and plate glass which are 
subject to mandatory plans, and the cement equipment, asbestos products and 
diamond which belong to the state, all the rest are subject to guidance plans. 
Formerly, the provincial bureau controlled the prices of 12 products; now it 
controls those of only 5 in 20 enterprises. The prices of other products in 
Other enterprises are now decided by the prefectural and municipal building 
materials departments in consultation with the price administration bureaus. 


Third, opening to the outside world and importing foreign funds and 
technology. The building materials departments in various localities have 
established economic and trade contacts with more than 50 countries and 
regions, made use of $6.43 million of foreign funds, and imported 7 advanced 
technologies as a preparation for the developing production and increasing 
exports. From 1978 to 1984, the average increase in foreign exchange earnings 
through exports was more than 20 percent each year. 


Fourth, establishment of an extensive supply network to enliven the business. 
More than 1,300 outlets have been set up in various localities within the 














building materials supply network. Many l«calities are now able to supply 
complete sets of components for farm houses besides retailing cement, glass 
and other civilian building materials and providing technical services for the 
convenience of the peasants in building houses. 


The reform and adoption of flexible policies have helped accelerate the 
development of Shandong's building materials industry. At the end of 1984, 
the province fulfilled the Sixth 5-Year Plan for the total output value of 
building materials 1 year anead of schedule and fulfilled the total profit 
targets 2 years ahead of schedule. These are positive contributions to 
Shandong's economic development. 


9411 
CSO: 4006/927 
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INDUSTRY 


BRIEFS 


PRC WORLD'S LARGEST CEMENT PRODUCER--According to the National Conference of 
Building Materials Trade and reported by XINXI RIRAO, China's cement output 
reached 142,450,000 tons last year, a 15.8 percent increase over the previous 
year, and 80 percent of this amount, was produced by the departments and the 
township and town enterprises. China's cement output now tops the worid. In 
the future, the efforts of its cement industry will be concentrated on the 
production of more fine-quality cement. [Text] [Shanghai WEN HUI BAO in 
Chinese 3 Mar 86 p 1] 9411 
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SMALL-SCALE ENTERPRISES 


TOWNSHIP INDUSTRY BECKONS FOREIGN INVESTORS 
Hong Kong CHINGCHI YU FALU [ECONOMY AND LAW] in Chinese Vol 5, Feb 86 p 10-11 


[Article by Chen Qingzhong [7115 1987 1813]: "Bright Prospects in Township 
Industry Investment" ] 


[Text] The Chinese government has consistently encouraged the development of 
small towns and township industry. Particularly after the 3d Plenum of the 
11th CPC Central Committee, as agriculture and the entire national economy 
made big strides forward and the open door policy and economic invigoration 
went under way, township industry throughout the nation has been bubbling with 
life. Coastal provinces like Jiangsu, Zhejiang, Guangdong and Shandong, for 
instance, have flourished, along with the outskirts of various large and 
medium-sized cities. In just a few short years township industry, with its 
Spectacular achievements, has become an important component of the national 
economy. Statistical'y, its total output value nationwide reached 49 billion 
yuan in 1984, up 51.7 percent over 1981, overtaking the 35.1 percent growth 
rate chalked up by industry during the same period. In the first half of 
1985, its total output value again shot up 50 percent over the comparable 
period in 1984. To illustrate, let us look at the situation in a number of 
municipalities and counties. 


As of late 1984, there was a total of 9,482 township and town enterprises of 
all types in Kunming, Yunnan, employing 137,400 workers, or 12.64 percent of 
the entire labor force in the countryside. Their gross earnings amounted to 
445.71 million yuan, up 46.64 percent over 1983, or 5.6-fold over 1978, which 
translates into an average annual growth rate of 37 percent, higher than that 
of agricultural and industrial output in the municipality. 


In 1984, both the output value and profits of township and town enterprises in 
Ba County in Hebei Province doubled that a year ago. In the first 7 months in 
1985, their output value topped 250 million yuan and profits reached 80 
million yuan, an increase of more than 100 percent over the corresponding 
Period a year ago. 


In Shazhou County in Jiangsu, township and town enterprises paid as much as 
67.95 million yuan in taxes in 1984 alone. From January through April 1985, 
their tax payments exceeded 52 million yuan, 22 million yuan more than the 
same period in 1984. It is projected that tax payments will amount to about 
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160 million yuan for 1985 as a whole, roughly a 10-fold jump over 1979, and 99 
million yuan more than in 1984. 


The Functions Of Township Industry 


Facts prove that the development of township industry has contributed 
immensely to the boom in rural and urban markets and the improvement of living 
standards. It has also done much to support agriculture and national 
construction. Hence its rising economic and strategic significance and the 
growing attention it is attracting from more and more countries and regions 
around the world. According to statistics from relevant departments, one 
foreign investor entered into project negotiations with township industry 
every day during the first half of 1985. By late March, 302 township and 
town enterprises across China had signed joint or cooperative venture 
agreements with foreign businessmen. In Beijing, for instance, 31 such deals 
were made in 1984, joined by 44 more in just the first quarter of 1985. 


China's township industry is a vast field; under the guidance of the open door 
policy, investing in township industry will pay handsome dividends. 


The Characteristics Of Township Industry 


Township industry, which essentially comprises small-scale enterprises, is 
related to agriculture in numerous intricate ways and can be described as 
agriculture's new-born baby. In capital, labor, sites, land, raw materials, 
even lator time, township industry is intimately linked to agricultural 
production. With its vast domestic market, abundant natural resources and 
ample, inexpensive labor, it isa low-cost, high-profit operation. In 
township industry, operational methods are flexible, investments are modest, 
profits are readily made and one can shift from one line of business to 
another promptly. It is, indeed, an ideal investment environment highly 
suited to the foreign businessman. General Manager Jiang Tianbao [3068 3240 
1405] of Changsheng Enterprise Ltd of Hong Kong invested HK$1.8 million in a 
joint venture with Hainandao, the Nanbao Imported Auto Repair and Outfitting 
Company, and serves as the project's Hong Kong manager. Over the past year, 
he opened branches in Haikou, County, Qionghai and Wenchang, recouped 
all his initial fixed assets investments in the joint venture and even came up 
with a small profit. 


Problems In Township Industry 


China's township industry is currently going full steam ahead. While it has 
certainly come under pressure as the government seeks to restructure the urban 
economic system and intensify macroeconomic control and management, it has 
derived fresh impetus from the same developments to meet the demands of the 
planned commodity economy, enhance its ability and accumulate experience in 
the law of value so that it can bring prosperity to the rural economy and help 
realize rural-urban cooperation. Many township and town enterprises have also 
taken it upon themselves to export to earn foreign exchange. However, even as 
it continues to make headway, China's township industry is fraught with 
problems and difficulties that call for urgent solution. Among the major 
problems are: 
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1. Fund shortages. Fund shortages and cash flow problems are a widespread 
concern in township industry. Take Kunming, for instance. A study in 1985 
found that township industry in the city needed over 200 million yuan in loans 
but obtained only 110 million yuan, 100 million short of their total credit 
requirements. As a result, a number of feasible projects and enterprises on 
the drawing board have been shelved. 


2. Raw material shortages. The spirit of CPC Central Committee documents 
requires goods and materials agencies concerned from the central to _ the 
provincial and municipal levels to incorporate into their plans the raw 
material and fuel needs of township and town enterprises for manufacturing 
their major products, especially foreign exchange-earning exports. Many 
localities, however, have yet to come up with planned supply quotas for it. 
Surveys show that township industry depends on command planning for less than 
10 percent of its raw materials and relies mainly on market regulation, which 
is a costly thing to do as it jacks up costs, to the detriment of its economic 
efficiency. Because of over-building, raw materials shortages and soaring 
market prices, a number of small-scale chemical fiber factories and textile 
plants have been operating under capacity. 


3. A shortage of technology and skilled personnel. Outdated equipment, 
inaccessibility to information, low operational and managerial standards and 
poor industrial health management. Township industry desperately needs 
applied scientific and technological achievements. In early July 1985, 
Guangdong put together a trade fair in applied technology, featuring over 
2,000 technical research achievements. As of 15 July, 179 contracts and 
letters of intent with a combined value of 53.29 million yuan had been signed. 
The vast majority of the buyers were township and town enterprises in 
prefectures and counties in Guangdong. Township enterprises are mostly 
equipped with obsolete machinery and lack technical personnel. Take Nangong 
County in Hebei, for instance. Beihuxiang Flour Mill paid 30,000 yuan for 
some equipment retired by a foreign factory, which, however, turned out to be 
antiquated and did not complement other hardware in the mill well. After the 
plant somehow managed to knock together the pieces and put them into 
operation, the output came to less than half the designed capacity. Its flour 
was so shoddy that the mill could not compete from the very beginning. 
Chuiyang Township spent 110,000 yuan on a set of advanced shoe-making 
equipment. Yet none of the seven "technicians" it successively hired from 
Outside at a high salary has mastered the entire spectrum of shoe technology 
and are particularly inadequate when it comes to design. The enterprise 
failed 4 months after it went into business. 


4, Excessive energy consumption. In 1983, township industry nationwide 
consumed as much as 60 million tons of energy. From 1980 through 1983, energy 
consumption by this sector grew 13.5 percent annually on the average, much of 
it accounted for by fuel inefficiency. For the nation as a whole, average 
energy consumption per 10,000 yuan in industrial output was 6.7 tons of 
Standard coal. The corresponding figure for township industry is 7.5 tons, or 
8.6 tons if we include noncommercial energy consumption. A major factor for 
excessive energy consumption is the over-development of building-materials and 
metallurgical enterprises, which are high energy users: In 1983, the building 
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Materials industry accounted for 21 percent of the gross output value of 
township industry but 46 percent of its energy consumption. Metallurgical 
enterprises within township industry consume 2.4-fold more energy than the 
national average for every 10,000 yuan worth of output. The upshot is energy 
shortages in the countryside, which will inevitably hold back the growth of 
townshin industry, at the same time exacerbating the energy supply problem in 
rural areas. 


All kinds of foreign investors can do much to help resolve these problems in 
township industry, for example, by going into joint ventures or contracting 
with local concerns to process imported materials, and through energy 
development, the introduction of advanced technology and equipment, technical 
innovation, equipment modernization, the development of new products, the 
upgrading of product quality and the improvement of operations, management and 
industrial health control, etc. China should offer foreign businessmen 
preferential treatment in accordance with the state's central policies, 
particularly those who provide township and town enterprises with advanced, 


practical, small-scale, specialized, modern and effective technology that will 
pay off quickly and substantially improve social and economic efficiency. 


What Foreign Investors Should Beware Of When They Invest In Township Industry 


Needless to say, when a foreign businessman invests in township industry, he 
must understand its intrinsic characteristics and not deviate from the overall 
demands of China's macroeconomy. As far as the characteristics of township 
industry are concerned, it is both commercial in nature and closely related to 
agriculture, which explains why township industry does not fit into the same 
mold as urban industry. It cannot be too large and should not duplicate the 
products of urban industry. Nor can it afford to ignore regional differences 
and the disparate conditions under which each operates. In other words, 
township industry must focus on local resources and local markets and should 
primarily satisfy local consumption and serve the development of agriculture 
and sideline production. When it is fairly well-established, of course, 
township industry should not hamper its own growth by confining itself to 
local materials, local processing and local sales. Township industry should 
take pains to turn out products others have ignored and supplement the larger 
sectors of the economy by coordinating and engaging in specialized cooperation 
with large-scale urban enterprises. Its winners should be a wide variety of 
specialized, high-quality, novel and inexpensive items produced in limited 
quantities. Township industry certainly includes enterprises that export 
their products in return for foreign exchange. According to survey data, some 
township and town enterprises have already geared their output toward the 
international market. For instance, universal couplings made by the Hangzhou 
Universal Coupling Company are selling briskly both at home and abroad and 
have garnered a domestic and international reputation, particularly in the US 
noted for its highly advanced auto industry. Another example is the Huamei 
Trademark and Decoration Company, founded with foreign imports’ by 
Yufushangying Xincun in Tong County, Beijing. Not only does it prepare 
trademarks and do printing jobs for firms in foreign trade but it will also 
undertake trademark and decorating projects for foreign businessmen 
extensively. 
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As far as the general demands of the national macroeconomy are concerned, the 
products of township industry by and large are not included in the command 
plan of the state. Nevertheless, township industry too should be amenable to 
the guidance of national planning, instead of reacting only to price-related 
information. It must not rush headlong unthinkingly into whatever is most 
profitable or stampede to produce a particularly hot item. Nor should it go 
in for all kinds of machine-manufacturing the moment "industry" is mentioned. 
"Industry" includes the local processing, transformation and comprehensive 
utilization of agricultural products (including agriculture, forestry, animal 
husbandry and fishery); services provided to farming and aquaculture before 
and after production, that is, the promotion of commodity circulation and 
infrastructural construction; the development of the building-materials 
industry, construction and other township industries that directly serve the 
countryside; and small hydropower stations, small coal pits, small thermal 
stations and small mines. Certainly an investment must be preceded by 
thorough research and feasibility studies to avoid imitation, shortsighted and 
mechanical duplication and unnecessary import. In importing advanced and 
appropriate technology, moreover, an investor should make it a point to train 
a host of production personnel to be technically competent and equip them with 
the skills to use and repair machinery. The initial stage of technology 
import should be integrated with the later stages of absorption, assimilation 
and innovation. Foreign investors should be farsighted and cooperate with 
China on a long-term basis to help the latter raise product quality and export 
to earn foreign exchange. 


How To Solve The Problems Of Foreign Exchange Balance 


Of utmost concern to foreign businessmen when they invest in the interior is 
the question of foreign exchange balance. On this issue, the Hong Kong and 
Macao Department of the Bank of China has made a number of suggestions. In 
its opinion, the best thing to do is to make full use of human and material 
resources on the mainland to produce goods at lower cost than in Hong Kong, 
Europe or the US, and sell them on the world market via the overseas marketing 
network, thereby earning foreign exchange. Of the 32 Chinese-foreign joint 
and cooperative ventures already in business in Tianjin, for instance, all had 
achieved a foreign exchange balance or surplus by mid-July 1985, and both 
Chinese and foreign partners have made a profit. Among them are 14 industrial 
enterprises whose foreign investors, including Remy Martin Ltd of France, 
Weima Company of the Federal Republic of Germany, and Da Zhong Pharmaceutical 
Company of Japan, have good credit standing and adopt the latest technology. 
These joint ventures have benefited from foreign capital and advanced 
technology. Their foreign partners' established sales and marketing networks, 
moreover, provide the products with reliable sales channels abroad. In 
addition, the enterprises researched the market meticulously beforehand, 
targeted products capable of prying open the international market fairly 
rapidly and have built up a good reputation. We believe that this approach is 
entirely feasible. As long as he runs his business properly and turns out 
internationally competitive products, the foreign businessman who invests in 
China can balance his foreign exchange and even achieve a surplus. 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


LARGEST NORWEGIAN-CHINESE JOINT VENTURE--Scan Dev A/S of Bergan has signed a 
joint venture agreement with the Chinese firm Hua Yuan Economic Development 
Co. for the building and operation of a commercial center of 65,000 square 
meters in Beijing. According to Scan Dev Director Ole Fjell the contract is 
valued at around 400 million kroner, and is the largest joint venture agree- 
ment ever made between a Norwegian and a Chinese company. [Text] [Oslo 
AFTENPOSTEN in Norweigan 7 May 86 p 40] /13045 


CSO: 3639/110-P 


125 








Une 1986 


TRANSPORTATION 


RAILROAD CONSTRUCTION DURING 6TH 5-YEAR PLAN DESCRIBED 
Beijing TIEDAO ZHISHI [RAILWAY KNOWLEDGE] in Chinese No 2, 28 Mar 86 pp 2-3 


[Article by Ministry of Railways Planning and Statistics Bureau Office: 
"Tremendous Achievements in Railway Building During the Sixth 5-year Plan"] 


[Text] The 12th party Central Committee set the strategic goal of quadrupling 
the gross industrial and agricultural output value by the end of the present 
century, and railway construction is one of the strategic keys to the 
realization of this magnificent objective. During the Sixth 5-year Plan 
period, under the correct leadership of the CPC Central Committee and the 
State Council, 3 million railway staff members and workers carried forward the 
glorious tradition of arduous struggle in transportation, capital construction 
and industrial production to score encouraging achievements. In 1985, the 
volume of freight hauled amounted to 1.27 billion tons, up 17 percent from 
1980. Passenger transportation reached 1.11 billion, up 21.6 percent from 
1980. Passengers and freight converted into turnover volume terms reached 
1,029,100,000,000 ton km breaking the 1 quadrillion mark for the first time in 
a 45.2 percent increase over 1980. Railroad transportation played an 
important role in satisfying needs for industrial and agricultural production 
and for the daily lives of the people. 


As a result of diligent implementation during the Sixth 5-year Plan of 
policies of readjustment, restructuring, consolidation and improvement and of 
"careful calculation, and strict budgeting and economizing on investment," 
railroad construction embarked on a course of sustained and _ steady 
development. Comparison of 1985 with 1980 shows an increase in railroad 
operating distance from 49,940 km to nearly 52,000 km; an increase in the 
multiple tracked distance from 8,118 km to nearly 10,000 km; an increase in 
the electrified railroad distance from 1,667 to 4,000 km, and an increase in 
the distance over which diesel engines operate from 7,401 km to 10,000 km. 


Focus on Intensified Construction of Four Main Routes 


During the Sixth 5-year Plan, the railroads concentrated financial and 
material resources on improving the capacity of four main routes (routes for 
hauling coal out of Shanxi Province, north-south routes, routes between major 
regions and routes to areas behind coastal ports), placing emphasis on greater 
improvement of existing lines and the building of needed new lines. Work done 
on these four routes was as follows: 
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Construction of routes to haul coal out of Shanxi Province was the "key of 
all keys" project in railroad construction during the Sixth 5-year Plan. 
Shanxi is a major coal producing base for the country, providing coal to 25 
provinces, municipalities and autonomous regions throughout the country as 
well as for export. Routes for hauling coal out of Shanxi Province (including 
the northern route, the central route and the southern route) became key 
projects during the Sixth 5-year Plan. On the northern route, projects 
completed were the major electrification of the section between Fengtai and 
Shacheng on the Beijing-Baotou line; the building of a new double tracked 
electrified line between Beijing and Qinhuangdao, and technical improvements 
to the Beijing-Taiyuan line. Construction work is currently being done at a 
rapid pace on the Dalian-Qinhuangdao line. On the central route, 
electrification of the Shijiusuo-Taiyuan line, doubletracking of the 
Shijiusuo-Dezhou line and doubletracking of the Jinan-Lancun line was 
completed. On the southern route, parts of the Taiyuan-Jiaozuo and the 
Xinxiang-Jiaozuo lines were doubletracked. Parts of the Nantongpu line were 
doubletracked and track was laid and traffic opened on the Handan-Changzhi 
line, the Yanzhou-Shijiusuo and the Xin-He line. As a result of improvements 
and expansions, capacity for hauling coal out of Shanxi today has greatly 
increased. State plans calling for an increase in coal hauling capacity from 
Shanxi from the 72 million tons of 1980 to 120 million tons in 1985 have been 
already achieved. In 1985, 126 million tons of coal were hauled from Shanxi in 
a 66.3 percent increase over 1980 for an average 10.4 percent annual increase. 


2. A complete overhaul of north-south routes was carried out. The Beijing- 
Guangzhou line is an extremely busy trunkline running north and south. The 
section between Hengyang and Guangzhou was a single track with low hauling 
capacity that caused a bottleneck for the whole line. Consequently, 
doubletracking of the Hengyang-Guangzhou section became one of the _ key 
projects during the Sixth 5-year Plan. Doubletracking of the Hengyang- 
Guangzhou line extends for a distance of 542 km, 54 km of which has’ already 
been opened to traffic for an amelioration of the transportation shortage at 
the southern end of the Beijing-Guangzhou line. On the down line from 
Pingshikou, the amount of freight accepted for transportation has risen from 
the 11.38 million tons of 1980 to 15 million tons in 1985. In addition, the 
coming on stream one after another of the Zhicheng-Liuzhou line and the Anhui- 
Jiangxi line to divide the flow has reduced transportation pressures on the 
Tianjin-Pukou line and on part of the Beijing-Guangzhou line. 


3. Construction of routes between major areas has been intensified. 
Improvements on southwestern routes have been accelerated. The Ankang- 
Chongqing line is an important route connecting southwestern China with the 
outside world, and once the section between Xiangfan and Daxian had _ been 
electrified, transportation capacity increased. Transportation has always been 
hectic on the Chengdu-Chongqing line, but once the whole line had _ been 
electrified, its capacity more than doubled and the transportation shortage 
moderated. Electrification and entry into service of the Guiyang-Kunming line 
(from Guiyang to western Shuicheng) was of major significance in expanding 
output of coal and phosphate in Yunnan and Guizhou. Electrification of the 
Hunan-Guizhou and Sichuan-Guizhou lines is underway. 











Routes leading from northwestern China were further improved. The Longhai Line 
is a major east-west trunkline in China that is very busy. Completion of 
electrification of the Baoji-Lanzhou section of this line during the Sixth 5- 
year Plan substantially ameliorated the shortage of capacity through the 
Tianshui Pass. During the Sixth 5-year Plan, the Qinghai-Xizang line (Xining- 
Golmud section), the Southern Xinjiang line (Turpan-Korla), the Houxi Line 
(Xian-Yumenkou section) all came online. 


New routes to and from northeast China were opened. During the Sixth 5-year 
Plan, not only was a technical transformation completed on the Beijing- 
Shanhaiguan line, the Shenyang-Shanhaiguan line, and the Beijing-Chengde line, 
but the coming online of the Beijing-Tongliao [Nei Monggol] line increased 
capacity to and from northeast China. In 1985, 23.6 million tons of coal went 
northward into China's northeast provinces in a 66.3 percent increase over 
1980. 


4, Routes to areas behind coastal ports. As a result of the construction and 
opening to traffic of the Beijing-Qinhuangdao and Yanzhou-Shijiusuo lines, and 
technical improvements carried out on the Jinan-Qingdao line and the southern 
portion of the Beijing-Guangzhou line, there was a marked rise in railroad 
capacity in the direction of Qinhuangdao, Qingdao, Shijiusuo and Guangzhou. 


Steady Improvement in Design and Construction Techniques 


With the expansion of railroad design and construction forces and improvement 
of technical equipment during the Sixth 5-year Plan, design and construction 
techniques also improved steadily. For example, the length of the main span 
and the technology used to erect the Hanjiang splayed steel member box type 
steel beam bridge was at advanced world standards, anda national gold medal 
was awarded for it. The 14.3 kilometer long Dayaoshan tunnel is presently the 
longest tunnel in China. New techniques such as full section excavation were 
used to create the 200 meter Yuecheng Cave. Excavation has already been 
completed for 12.3 km and the tunnel is nearing completion. On the Xinxiang- 
Hexiangqiao line, the exceptionally large Changdong Huanghe bridge is China's 
longest railroad bridge at 10.3 km. It took only 20 months to build it. 
Speed of construction was unprecedented. The Haergai-Golmud section of the 
Qinghai-Xizang Railroad was built on a plateau at between 2,700 to 3,700 
meters above sea level, and more than 30 km of it was built across Chaerhan 
Salt Lake where the geology is complex and the weather very variable. 
Difficulties in its construction were such as have been rarely encountered in 
construction anywhere in the world. 


Coordination of Yards and Lines By Building More Hubs 


Insufficient coordination between the building of railroad yards and railroad 
lines over a long period of time has made it impossible to either make the 
most of or improve overall transportation capacity. In order to achieve 
coordinated development of yards and lines, during the Sixth 5-year Plan 
improvements and expansion was carried out mostly on the Beijing, Shenyang, 
Zhengzhou, Xuzhou and Shijiusuo hubs. Following expansion of the Zhengzhou 
hub, train classification capabilities have increased greatly. The project to 
expand the Shenyang hub is nearing completion, and classification capabilities 
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there are now nearly twice again as great as they had been before improvements 
were made. 


Increase in Locomotive and Rolling Stock Manufacturing and Repair Capabilities 


China's railroad locomotive and rolling stock manufacture and repair industry 
has always been a weak link. During the Sixth 5-year Plan, forces were 
concentrated toward improvement, expansion, the introduction of techniques and 
equipment of industrial plants for a very great rise in production capacity. 
The Zhuzhou Electric Locomotive Plant had an annual production capacity of 
only 50 locomotives in 1980. Following improvements and expansion, in 1985 
its production capacity increased to 100 locomotives. Production capacity for 
diesel locomotives also rose substantially. Output of Dongfeng Model 4 
trunkline locomotives in 1985 was more than double the 1980 figure. In 1985 a 
total of 746 new locomotives were built including 385 diesel and electric 
locomotives. For the first time, China entered a new era in which the number 
of diesel and electric locomotives produced was greater than the number of 
steam locomotives produced. New passenger cars numbered 1,447, up 445 from 
1980. Newly built freight cars numbered 19,327, up 8,756 from 1980. Repair of 
passenger and freight cars also increased very greatly. With the steady rise 
in the country's railroad passenger and freight volume, the numbers of 
locomotives and rolling stock supplied could not keep up with demand. During 
the Sixth 5-year Plan China imported a number of diesel engines, freight cars 
and passenger cars in response to the transportation shortage. 


The quality of China-produced locomotives has risen markedly, and the variety 
of locomotives has also increased. Steady improvement of the quality of the 
Dongfeng Model 4 trunkline locomotive formed the basis for further research 
and development of the Dongfeng Model 8 locomotive with 6,400 horsepower that 
met international standards for large diesel locomotives. During this period, 
China was able to serially produce electric locomotives, and it developed the 
Shaoshan Model 3 electric locomotive. It also serially produced Shaoshan 
Model 3 locomotives. At the same time, in the field of research and 
development of passenger and freight cars it was able to produce large numbers 
of new model passenger cars, large heavy duty freight cars and special purpose 
cars. 


In short, achievements scored in railroad construction during the Sixth 5-year 
Plan were tremendous. They lay a fine foundation for the Seventh 5-year Plan 
that is about to begin. Nevertheless, railroads face extremely daunting tasks 
during the Seventh 5-year Plan period. The rank and file of railroad staff 
employees and workers are now carrying forward the spirit of the foolish old 
man who moved the mountains in accordance with Central Committee requirements 
and objectives for railroad work. They are striving to upgrade railroad 
transportation and usher in a new situation in railroad work. 


New Railroad Construction: 


Main line track laying: 1,700 km, an average of 340 km per year, with a total 
of 4,260 km turned over for operation (including amount under temporary 
management). 
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Doubletracking: 1,700 km, an average of 340 km per year, with a total of 
1,610 km turned over for operation. 


Electrified railroads: 2,350 km, an average 470 km per year. 


Rolling Stock Output: 1980 1985 
Electric locomotive output: 40 100 
Diesel locomotive output: 130 285 
Steam locomotive output: 342 361 
Freight car output: 10,571 19,325 
Passenger car output: 1,002 1,447 
9432 
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17 June 1986 


TRANSPORTATION 


GUANGXI TO STRENGTHEN TRANSPORT INFRASTRUCTURE CONSTRUCTION 
HK191608 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0650 GMT 16 May 86 


[Text] Nanning, 16 May (ZHONGGUO XINWEN SHE)--During the Seventh 5-Year Plan 
period, Guangxi Zhuang Nationality Autonomous Region will build and expand 
over 30 railroad, highway, bridge, and port projects. It will strengthen the 
construction of the transport infrastructure in the areas of sea, river, and 
land transport. It will gradually form a network of sea and land transport 
systems which link the interior of southwest China to the coastal area of 
southern China. 


On the sea, the region will continue to build the Fancheng Port district and 
will start building the Beihai Port district. It is expected that the pro- 
jects will be completed this year. At the same time, the Nanning-Fancheng 
railroad linking the port to the Hunan-Guangxi railroad will be basically com- 
pleted this year. Following the completion of the construction of the two 
ports, which will have a total of nine deepwater berths for ships of 10,000- 
tonnage, Yunnan, Guizhou, and Sichuan will be able to ship through the ports 
part of their export goods to Southeast Asia and European countries. 


Regarding water transport, it will harness the Xi Jiang and will turn it into 
the main artery for water transport between southern China and the southwest 
part of China. The first stage of the project will be basically completed in 
the Seventh 5-Year Plan period. Fleets on 1,000-ton barges will then be able 
to sail directly from Guangzhou to Guixian. Yunnan, Guizhou, Sichuan, and 
Guangxi will be able to transport their goods to the Guangdong, Hong Kong, and 
Macao regions by using the Guizhou-Guangxi railroad and the railroads in Hunan 
and Guangxi going to Guixian Port and then sailing down the Xi Jiang. This is 
the most recent and economic transportation route for provinces and regions in 
southwest China providing links to Guangdong, Hong Kong, and Macao. 


Regarding land transport, the Nanning-Fancheng Port railroad and the Nanning- 
Pingguo section of the Nanning-Kunming railroad will be completed and put into 
operation. In addition, the region will build or rebuild 11 highways, includ- 
ing the one linking Baise and Panguan, Guizhou, and the one linking Nanning 

to Beihai. The region will also repair 20 highway bridges in Wuzhou and over 
Xijiang, so as to create better conditions for developing the economies of 
towns and villages. 


The above information is carried by JINGJI CANKAO, which is published in 
Beijing. 
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17 June 1986 


TRANSPORTATION 


BRIEFS 


NATIONAL TRANSSHIPMENT WORK MEETING--Chengdu, 18 May (XINHUA)--The national 
transshipment work meeting. being held in Chengdu, points out: During the 
Seventh 5-Year Plan, transshipping departments must speed up development; en- 
courage all sectors of society to develop transshipment; expand transshipping 
networks centering around cities and extending to townships; and use transport 
departments’ lateral associations to spur the development of lateral economic 
ties in all localities. The meeting points out: developing transshipment is 
an important measure to reform the management structure of communications and 
transport, tap transport potential, and raise the social and economic results 
of transport. During the Seventh 5-Year Plan, it is necessary to follow the 
principle of making transport facilities available in all places, extending 
through transport to cities and towns, and consolidating and improving exist- 
ing railways and highways. It is particularly necessary to greatly develop 
through transport in areas where commodity economy has developed along the 
coast, the Chang Jiang, and the Beijing-Guangzhou, Beijing-Shanghai, Gansu- 
Lianyungang, and Harbin-Dalian railways. The meeting emphatically points out: 
Transshipping enterprises must ensure that their transport services are quick, 
safe, economical, and convenient. They must, following the principle of of- 
fering more service for small profits, collect fees reasonably. They are not 
allowed to collect fees by concocting various pretexts. [By reporter Zhang 
Jinsheng] [Excerpts] [Beijing XINHUA Domestic Service in Chinese 0143 GMT 

18 May 86 OW] /12712 
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JPRS-CEA-86-0/73 
17 June 1986 


TAIWAN 


BRIEFS 


OFFICIAL PREVIEWS TALKS WITH U.S.--Taipei, 29 April (CNA) -- The Sino- 
American trade conference gets under way Tuesday to review the ROC's 
[Republic of China's] duty-free export status under the U.S. Generalized 
System of Preferences (GSP). The key U.S. representative will be 

S. Kristoff, the aid to the special representative of that nation's Inter- 
national Trade Commission. Acting as temporary consultant to the American 
Institute in Taiwan, she will head discussions with local counterparts. 
The ROC's key representative will be Vincent Siew, director general of 

the Board of Foreign Trade. Siew pointed out that the agenda will focus 
on openirg the ROC's local market, guaranteeing the protection of intellectual 
property rights, and workers’ welfare, all of which will have a bearing 

on whether the ROC will be allowed to maintais its duty-free export status 
under GSP. Siew said the upcoming conference will preface the meetings 

to be held in the coming months. The trade talks will end Wednesday. 
[Text] [Taipei CNA in English 0256 GMT 29 Apr 86] /12640 


NEW ZEALAND PLANS OFFICE IN TAIPEI--Taipei, 30 April (CNA) -- New Zealand 
is planning to set up a commercial office in Taipei as a move to strengthen 
trade relationships between the two countries. Jack A. Hazlett, president 
of the New Zealand Chamber of Commerce, made the announcement Monday as 

he visited Wang You-tseng, chairman of the ROC [Republic of China] General 
Chamber of Commerce. Hazlett is here for ome week and will leave on 

2 May. In response to the plan, Wang said he would work to provide all 
necessary assistance in bringing the proposal to fruition. New Zealand, 
which is rich in agriculture, forestry, and pasturage, mainly exports 
cheese, wool, leather, beef, and mutton, as well as imports crude oil, 
machinery, electronic equipment, chemical products, metal, and textiles. 
During the last 3 years, Sino-New Zealand bilateral trade has averaged 
U.S. dollars 150 million per year. The ROC suspended diplomatic relations 
with New Zealand in 1972 after that country recognized Red China. [Text] 
[Taipei CNA in English 0322 GMT 30 Apr 86] /12640 
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